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Confirmation of Accounts Receivable
A I C P A A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s
S ta te m e n t o f  P o lic y
Auditing Procedures Studies are issued by the Auditing Standards Division and are 
part o f the AICPA’s research program. Each study is designed to inform auditors of 
developm ents and advances in auditing procedures. The studies express the views 
o f the author or study group.
Auditing Procedures Studies are intended to provide practitioners with non- 
authoritative practical assistance concerning auditing procedures. Comments on this 
study should be addressed to the Institute’s vice president, auditing. Comments will 
be treated as public information unless a writer requests that his com m ents be kept 
confidential.
This auditing procedure study has not been approved, disapproved, or otherw ise 
acted on by the Auditing Standards Board, the mem bership, or the governing body 
o f the American Institute o f Certified Public Accountants. Therefore, the contents of 
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This auditing procedure study, Confirmation o f Accounts Receivable, is 
designed to provide audit practice recommendations. The objective o f the 
study is to survey and summarize the confirmation o f accounts receivable 
literature in order to identify practical suggestions for improving the 
effectiveness and efficiency o f the receivable confirmation process.
This auditing procedure study was written by a study group composed o f 
myself; Gerard L. Yarnall (manager, AICPA Auditing Standards Division); Carl 
S. Warren (professor and director o f the Center for Audit Research, University 
o f Georgia); and Michael J. Barrett (professor, University o f Illinois, Chicago). 
Professor Warren pioneered research in the confirmation area. Professor 
Barrett is actively involved with confirmation research and drafted a summary- 
of-literature paper for the study group. The study group was formed in 
cooperation with the Auditing Standards Committee o f the American Ac­
counting Association.
Although many o f the recommendations herein are based on academic 
research, the study is written for practitioners. Thus, a reader interested in 
research methods should consult the original research studies. Some o f 






C h ap ter
Introduction
1
A cco rd in g  to  se c tio n  33 1  o f  S ta tem en t o n  A uditing Standards N o. 1, c o n fir ­
m atio n  o f  acco u n ts re ce iv a b le  is a  g en era lly  a cce p te d  au d iting  p ro c e d u re . In  
en g a g em en ts in  w h ich  acco u n ts re ce iv a b le  a re  m ateria l, in d e p e n d e n t au d ito rs 
n o rm ally  co n firm  re ce iv a b le s  by  d ire c t co m m u n ica tio n  w ith  d eb to rs . I f  it is 
im p ra ctica b le  o r  im p o ssib le  to  u se  co n firm a tio n  p ro ce d u re s , a lternativ e 
p ro c e d u re s  m ay b e  p erfo rm ed .
B R IE F  H IST O R Y
P rio r to  1 9 3 9  co n firm a tio n  o f  acco u n ts re ce iv a b le  w as n o t n o rm ally  p e rfo rm e d . 
In stead , a ltern ativ e p ro ce d u re s  w e re  u sed  to  su b stan tia te  a cco u n ts re ce iv a b le  
b a lan ces. A lthough au d ito rs re co g n iz e d  th e  v alu e o f  d ire c t co m m u n ica tio n , 
m any d id  n o t u se  it b e c a u se  th ey  b e lie v e d  th e ir  c lie n ts  w o u ld  o b je c t and  
w o u ld  re g a rd  th e  co n firm a tio n  p ro ce ss  as to o  costly . A uditors a lso  b e lie v e d  
that d e b to rs  m igh t m isco n stru e  th e  co n firm a tio n  as a re q u e st fo r  p aym ent.
As a re su lt o f  th e  M cK esson  &  R o b b in s in v estigatio n 1 b y  th e  S e cu ritie s  
and  E x ch a n g e  C o m m issio n  in  19 3 9 , th e  A m erican  In stitu te  o f  C ertified  P u b lic  
A ccou n tan ts (th e n  th e  A m erican  In stitu te  o f  A cco u n tan ts), w ith  th e  su p p o rt 
o f  a m e m b e rsh ip  v o te , co n c lu d e d  th e  fo llow in g :
Confirmation o f notes and accounts receivable by direct com m unication with 
debtors shall be regarded as a generally accepted auditing procedure in the 
examination o f the accounts o f a concern w hose financial statements are 
accom panied by an independent certified public accountant’s report.2
1. U n ite d  States o f  A m e r ic a  b e fo r e  the Securities a n d  E x ch an ge  C o m m iss io n  in  the m atter o f  
M cK esso n  &  R o bb in s , Inc., R e p o rt o n  In v e s tig a tio n s  (W ash in g to n , D . C.: U .S. G o v e rn m e n t  
P rin ting  O ffice , 1940).
2. Statem ent o n  A u d it in g  P ro c e d u re  N o . 1, E x te n s io n s  o f  A u d itin g  P r o c e d u r e  (N e w  Y o rk : A m er ic an  
Institute o f  Accountants, 1939).
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2 C O N FIR M A T IO N  O F  A C C O U N T S R ECEIV A BLE
T h e  AICPA m o d ifie d  its p o s itio n  in  19 4 2 , w h en  it re co m m e n d e d  d isc lo su re  
in  th e  a u d ito r’s re p o rt o f  a ll ca ses in  w h ich  co m m u n ica tio n  w ith  d eb to rs  
c o n c e rn in g  m a teria l a cco u n ts re ce iv a b le  w as n o t ca rrie d  out, ev e n  if  th e  
au d ito r w as a b le  to  su b stan tia te  a cco u n ts  re ce iv a b le  b a la n ce s  b y  a ltern ativ e 
p ro c e d u re s .3 T h is  re co m m e n d a tio n , a lo n g  w ith  a s im ilar re q u ire m e n t by  th e 
S e cu ritie s  an d  E x ch a n g e  C o m m issio n , firm ly  e sta b lish ed  th e  p ra c tice  o f  
co n firm in g  a cco u n ts re ce iv a b le .4
S e ctio n  331  o f  SAS No. 1 (o rig in a lly  issu ed  as S ta tem en t o n  A uditing 
P ro ce d u re  No. 4 3  in  S e p te m b e r  1 9 7 0 )  is th e  cu rre n t au th oritativ e lite ra tu re  
o n  co n firm a tio n  o f  re ce iv a b les . A cco rd in g  to  se c tio n  33 1  o f  SAS No. 1:
Confirmation o f receivables requires direct com munication with debtors either 
during or after the period under audit; the confirmation date, the m ethod o f 
requesting confirmation, and the num ber to be requested are determ ined by 
the independent auditor.5
In  O c to b e r  1 9 7 4  SAS No. 2, Reports on Audited Financial Statements, 
re m o v ed  th e  194 2  re q u ire m e n t to  n o te  th e  o m iss io n  o f  co n firm in g  re ce iv a b le s  
if  th e  a u d ito r is a b le  to  satisfy h im se lf  b y  applying  a ltern ativ e p ro ce d u re s . 
F o o tn o te  4  o f  SAS No. 2, in  d iscu ssin g  c ircu m sta n ces , su ch  as th e  tim in g  o f  
w o rk , that m ay m ak e it im p ra ctica b le  o r  im p o ssib le  to  co n firm  re ce iv a b les , 
states:
In such cases, if he [the auditor] is able to satisfy him self as to . . .  accounts 
receivable by applying alternative procedures, there is no significant limitation 
on the scope o f his work, and his report need not include reference to the 
om ission o f the procedures or to the use o f alternative procedures.6
PURPOSE OF THE STUDY
T h is study a cco m p lish e s  th re e  o b jectiv e s. F irst, it d iscu sses th e  re la tio n sh ip  
o f  fin an cia l sta tem en t a sse rtio n s  to  acco u n ts re ce iv a b le  audit o b je c tiv e s  and  
h o w  th o se  o b je c tiv e s  m ay b e  ach iev ed  b y  u sin g  co n firm atio n s. S e co n d , it 
illu strates and  d iscu sses fo u r d ifferen t types o f  co n firm a tio n  fo rm s (p o sitiv e , 
negative, b lan k , an d  ex p a n d ed -fie ld  fo rm s) and  p re sen ts  g u id an ce  o n  se lec tin g  
an  a p p ro p ria te  co n firm a tio n  fo rm  fo r  v ariou s c lie n t situations. T h ird , th e  
study id e n tifies  p ra ctica l su g g estio n s fo r  im p ro v in g  th e  qu ality  and  quantity  
o f  a cco u n ts re ce iv a b le  co n firm a tio n  resp o n ses.
S in ce  th e  m id -1 9 6 0 s  th e re  has b e e n  a co n tin u in g  stream  o f  a rtic les  and  
re se a rc h  stu d ies that fo cu s o n  th e  a cco u n ts re ce iv a b le  co n firm a tio n  p ro cess . 
A p p roxim ately  tw enty em p irica l re se a rc h  stu d ies w e re  p u b lish ed  d u rin g  th is
3. Statem ent o n  A u d it in g  P ro c e d u re  N o . 12, A m e n d m e n t  to  E x te n s io n s  o f  A u d itin g  P r o c e d u r e  
(N e w  Y o rk : A m e r ic a n  Institute o f  Accountants, 1942).
4. S ecurities a n d  E xch an ge  C o m m iss io n , R e g u la t io n  S-X , R u le  2.02 as a m e n d e d  in  A ccou n tin g  
S eries  R e lease  N o . 22, F e b ru a ry  5, 1941.
5. Statem ent o n  A u d it in g  S tandards N o . 1, C o d ific a tio n  o f  A u d itin g  S ta n d a rd s  a n d  P ro c e d u re s  
( N e w  Y o rk : A m e r ic a n  Institute o f  C e rtified  P u b lic  Accountants, 1972). S ee  a lso  A IC P A  P ro fe s s io n a l 
S ta n d a rd s , A U  Section  3 3 1 .03.
6. S tatem ent o n  A u d it in g  S tandards N o . 2, R ep o rts  o n  A u d ite d  F in a n c ia l S ta tem en ts  (N e w  Y o rk : 
A m eric an  Institute o f  C e rtified  P u b lic  Accountants, 1974). S ee  a lso  A IC P A  P ro fe s s io n a l S ta n d a rd s , 
A U  Section  509.12.
IN T R O D U C T IO N 3
p erio d . T h e  re se a rch  stu d ies o f  ( 1 )  Sauls, ( 2 )  W arren , ( 3 )  H u b b ard  and  
B u rlin g to n , ( 4 )  So rk in , and  ( 5 )  K rogstad  and  R om n ey  v a ried  th e  typ e o f  
co n firm a tio n  re q u e st in  o rd e r  to  o b se rv e  co n firm a tio n  e ffec tiv en ess in  
ex a m in a tio n s o f  fin an cia l sta tem en ts o f  ban k in g , reta ilin g , an d  m an u factu rin g  
o p eratio n s. Positive, n egative, and  o th e r  co n firm a tio n  fo rm s w e re  u sed  to  
co n firm  a cco u n t b a la n ces as w ell as o p e n  in v o ices. A shton and  H ylas v aried  
p re n o tifica tio n , p ostag e, re q u e st w o rd in g , and  o th e r  v ariab les to  d e te rm in e  
th e ir  e ffe c t o n  re sp o n se  rates.
In  co n d u ctin g  th is study, re se a rch  co n c e rn in g  co n firm a tio n s and  q u e s ­
tio n n a ire  surveys (w h ich  a re  u sed , fo r  ex a m p le , in  m ark etin g  re s e a rc h ) w as 
a lso  rev iew ed  to  gain  in sigh t in to  h o w  p ra ctitio n e rs  m igh t im p ro v e th e  
e ffectiv en ess and  e ffic ien cy  o f  th e  co n firm a tio n  p ro cess.
T h e  su g g estio n s p re se n te d  in  th is study a re  b ased , in  p art, o n  ex istin g  
re se a rc h  find ings and  th e  study g ro u p ’s review , d e lib e ra tio n , an d  in te rp re ­
ta tio n  o f  th e  resea rch . W h eth er a p articu lar su g g estio n  w ill b e  b e n e fic ia l to  
au d ito rs d ep en d s o n  th e  co n te x t in  w h ich  it is u sed . T h e  study g ro u p ’s in ten t 
is to  e n c o u ra g e  au d itors to  e x p e rim e n t w ith  th e  su gg estio n s an d  co m m u n ica te  
th e ir  find ings to  th e  p ro fe ss io n  so  that th e  a cco u n ts re ce iv a b le  co n firm a tio n  
p ro c e ss  m ay b e  im p roved . E v id en ce co n c e rn in g  a w id e variety  o f  p ra c tice  
settin gs m ay eventu ally  a llo w  th e  p ro fe ss io n  to  esta b lish  m o re  d efin itiv e 
g u id e lin es  o n  th e  u se  o f  acco u n ts re ce iv a b le  co n firm atio n s.
Chapter
Usefulness of the Confirmation 
Procedure in Auditing 
Accounts Receivable
This chapter describes illustrative audit objectives o f accounts receivable, 
discusses the confirm ation process, and discusses how accounts receivable 
audit objectives may be achieved by using confirmations. This chapter 
provides a foundation fo r  discussions in later chapters on the effectiveness 
o f various confirm ation forms and the improvement o f the efficiency and 
effectiveness o f the confirmation process.
The auditor’s objective in examining accounts receivable is to form an 
opinion regarding management’s representation that the accounts receivable 
are presented fairly in conformity with generally accepted accounting 
principles applied on a basis consistent with the preceding year. In gathering 
sufficient, competent evidential matter to form a reasonable basis for an 
opinion, the auditor uses financial statement assertions to develop audit 
objectives and to design an audit program. SAS No. 31, Evidential Matter, 
identifies five broad categories o f assertions that are inherent in financial 
statement components:1
1. Existence or occurrence2. Completeness3. Rights and obligations
4. Valuation or allocation5. Presentation and disclosure
From these assertions, audit objectives can be developed for accounts 
receivable and an audit program can be designed by selecting procedures
1. Statem ent o n  A u d itin g  Standards N o . 31, Evidential Matter (N e w  Y o rk : A m e r ic a n  Institute o f  
C ertified  P u b lic  Accountants, 1980). S ee  a lso  AICPA Professional Standards, A U  S ection  326.
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to  ach iev e  th e  audit o b jectiv es. A udit p ro ce d u re s  vary a cco rd in g  to  th e  
en g a g e m en t c ircu m sta n ces , and  d ifferen t p ro ce d u re s  m ay b e  u sed  to  satisfy 
th e  sam e o b jectiv e . T h e  n atu re , tim ing , an d  e x te n t o f  th e  p ro ce d u re s  se le c te d  
o n  a p articu lar en g a g em en t is a m atter o f  p ro fessio n a l ju d g m en t d eterm in ed  
b y  th e  au d ito r in  th e  sp e cific  circu m stan ces.
AUDIT OBJECTIVES_____________________
In  d ev e lo p in g  audit o b jectiv e s fo r  a p articu lar en g ag em en t, th e  a u d ito r sh o u ld  
co n s id e r  th e  sp e cific  c ircu m stan ces o f  th e  entity, in clu d in g  th e  n a tu re  o f  its 
e c o n o m ic  activity and  th e  acco u n tin g  p ra ctice s  u n iq u e  to  its industry. N o 
u niv ersa l se t o f  audit o b jectiv e s  exists. F o r  illu strative p u rp o ses, th e  fo llo w in g  
audit o b jectiv e s  w e re  d ev e lo p ed  fo r  an  audit o f  acco u n ts re ce iv a b le  o f  a 
m erch a n d isin g  entity.
E x is te n c e  o r  O ccu rre n c e
1 . A ccou nts re ce iv a b le  in clu d ed  in  th e  b a la n ce  sh e e t exist.
2 .  A ccou n ts re ce iv a b le  a re  th e  re su lt o f  rev en u e tran sactio n s g e n e ra te d  
in  th e  n o rm al o p e ra tio n  o f  th e  bu sin ess.
3 .  A ccou nts re ce iv a b le  e x c lu d e  all am ou n ts o w ed  to  th e  en tity  fro m  
re v en u e  tran sactio n s that o cc u r  in  th e su b seq u en t a cco u n tin g  
p erio d .
C o m p le ten ess
4 .  A ccou nts re ce iv a b le  in clu d e  all am ou n ts o w ed  to  th e  en tity  as o f  
th e  b a la n ce  sh e e t date.
5. A ccou nts re ce iv a b le  tran sactio n s fo r  th e  p e rio d  have b e e n  p ro p e rly  
re co rd ed .
R ig h ts a n d  O b lig a tio n s
6 .  A ccou nts re ce iv a b le  a re  o w n ed  b y  th e  entity.
7 .  A ccou nts re ce iv a b le  that have b e e n  so ld  o r  fa cto red  as o f  th e  
b a la n ce  sh e e t d ate a re  exclu d ed .
V a lu a tio n  o r  A llo c a tio n
8. A ccou n ts re ce iv a b le  a re  stated  at th e ir  n e t re a liz a b le  v alu e as o f  
th e  b a la n ce  sh e e t date.
9 .  A ccou nts re ce iv a b le  a re  w ritten  o ff  as u n c o lle c tib le , w h e re  ap p ro ­
p riate .
P re se n ta tio n  a n d  D isc lo su re
1 0 . A ccou n ts re ce iv a b le  a re  p ro p e rly  c lassified  in  th e  b a la n ce  sh eet.
1 1 . P led g ed  o r  assign ed  acco u n ts re ce iv a b le  a re  p ro p e rly  d isc lo se d  in  
th e  fin an cia l statem ents.
12 . R elated  party  acco u n ts re ce iv a b le  are  p ro p e rly  d isc lo se d  in  th e  
fin an cia l statem ents.
In  d esig n in g  audit p ro ce d u re s  to  ach iev e th e se  o b jectiv e s , th e  au d ito r 
sh o u ld  re co g n iz e  that so m e  audit p ro ce d u re s  m ay re la te  to  m o re  th an  o n e  
o b je c tiv e  and  that a  co m b in a tio n  o f  p ro ce d u re s  m ay b e  re q u ire d  to  a ch iev e  
an  o b jectiv e . T h e  fo llo w in g  se c tio n  d iscu sses h o w  th e  w ritten  co n firm a tio n  
p ro c e d u re  re la tes  to  th e  audit o b jectiv e s o f  acco u n ts rece iv ab le .
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WRITTEN CONFIRMATION PROCEDURES
C o n firm atio n  o f  re ce iv a b le s  re q u ire s  d ire c t co m m u n ica tio n  w ith  d eb to rs. 
T h e  co n firm a tio n  p ro c e d u re  typically  involves a w ritten  re q u e s t ask ing  a 
re c ip ie n t to  co n s id e r  th e  accu racy  o f  th e  in fo rm atio n  p re sen ted .
In  u sin g  th e  w ritten  co n firm a tio n  p ro ce d u re , th e  au d ito r sh o u ld  co n s id e r  
a variety  o f  factors, in clu d in g  th e  n atu re , tim ing , and  ex te n t o f  th e  co n firm a tio n  
p ro ce d u re . In  ad d ition , th e  au d ito r sh o u ld  co n s id e r  th e  typ e o f  in fo rm a tio n  
to  b e  re q u e ste d , co n tro l o v er th e  co n firm a tio n  p ro ce d u re , fo llo w -u p  o f  
u n d e liv ere d  co n firm atio n s, fo llow -u p  o f  n o n resp o n se s , c la ssifica tio n  o f  r e ­
tu rn ed  co n firm atio n s, ap p lication  o f  a lternative audit p ro ce d u re s , and  fo r ­
m atio n  o f  a  co n clu sio n . (S e e  ap p en d ix  A, flo w ch art 1 .)
Nature
A lthough a variety  o f  co n firm a tio n  fo rm s ex ist, se c tio n  3 3 1 .0 4  o f  SAS No. 1 
d iscu sses tw o fo rm s o f  acco u n ts re ce iv a b le  co n firm atio n s. T h e  p o sitiv e  
co n firm a tio n  fo rm  re q u e sts  th e  d e b to r  to  re sp o n d  w h e th e r  o r  n o t h e  is in  
a g re e m e n t w ith  th e  in fo rm atio n  p resen ted . T h e  negative co n firm a tio n  fo rm  
re q u e sts  th e  d e b to r  to  re sp o n d  o n ly  if  h e  d isag rees w ith  th e  in fo rm a tio n  
p resen ted . (E x a m p les o f  co n firm a tio n  form s a re  d e scrib e d  and  illu stra ted  in  
ch a p ter 3 .)
S e ctio n  3 3 1 .0 5  states th e  fo llow in g :
Because the use o f the positive form  results in either (a ) the receipt o f a 
response from the debtor constituting evidence regarding the debt or (b ) the 
use o f other procedures to provide evidence o f the validity and accuracy o f 
significant non-responding accounts, the use of the positive form is preferable 
when individual account balances are relatively large or when there is reason 
to believe that there may be a substantial num ber o f accounts in dispute or 
with inaccuracies or irregularities. The negative form is useful particularly 
when internal control surrounding accounts receivable is considered to be 
effective, when a large num ber o f small balances are involved, and when the 
auditor has no reason to believe the persons receiving the requests are unlikely 
to give them consideration.
In  so m e  situ atio n s a co m b in a tio n  o f  th e  p o sitiv e  and  n egative fo rm s m ay b e  
u sed , w ith  th e  p o sitiv e  fo rm  u sed  fo r  larg e b a la n ces  and  th e  neg ativ e fo rm  
u sed  fo r  sm all b a lan ces.
A d e c is io n  to  u se  n egative co n firm a tio n s is b a sed  o n  p ro fess io n a l ju d gm en t. 
H ow ever, m any p ra ctitio n e rs  b e lie v e  that th e  sam p le  e r r o r  resu ltin g  fro m  
n eg ativ e co n firm a tio n s sh o u ld  n o t b e  p ro je c te d  as p o p u la tio n  ch aracteristics . 
N egative co n firm atio n s, acco rd in g  to  th e se  p ra ctitio n e rs , have a lo w  p ro b a ­
b ility  o f  d etec tin g  e rro rs ; that is, m any re cip ie n ts  o f  neg ativ e co n firm a tio n s 
d o  n o t in fo rm  th e  a u d ito r o f  d iffe re n ce s  b e tw e e n  th e ir  b a la n ce s  and  th e  
c lie n t’s. F o r  that re a so n  so m e  p ra c titio n e rs  d o  n o t b e lie v e  that th e  resu lts o f  
neg ativ e co n firm a tio n s  a re  m e a su ra b le  in  any re a so n a b ly  a ccu ra te  m an n er. 
T h ey  b e lie v e  that n eg ativ e co n firm a tio n s sh o u ld  b e  u sed  o n ly  as a seco n d a ry  
so u rce  o f  assu ran ce . O th e r  p ra c titio n e rs  b e lie v e  that negative co n firm a tio n s 
m ay b e  u sed  and  ev alu ated  n o rm ally  if  th e  th re e  c r ite r ia  in  se c tio n  3 3 1 .0 5
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o f  SAS No. 1 a re  m et. T h o se  c r ite r ia  a re  e ffectiv e  in tern a l acco u n tin g  co n tro l, 
a la rg e  n u m b e r  o f  sm all b a la n ces, and  n o  re a so n  to  b e lie v e  that d eb to rs  are  
u n lik ely  to  g iv e co n s id e ra tio n  to  th e  re q u e st.2
Timing
An a u d ito r m ay co n firm  acco u n ts re ce iv a b le  as o f  a d ate b e fo re , o n , o r  after 
th e  b a la n ce  sh e e t date. I f  th e  acco u n ts a re  co n firm ed  as o f  a d ate b e fo re  o r  
a fter th e  b a la n ce  sh e e t d ate, ro ll-fo rw ard  o r  ro ll-b a ck  p ro c e d u re s  sh o u ld  b e  
p e rfo rm e d . T h e se  p ro ce d u re s  o ften  involve ( 1 )  an  analysis o f  activity in  th e  
re ce iv a b le  c o n tro l acco u n ts, a lo n g  w ith  su p p o rtin g  d etails ( fo r  ex a m p le , 
jo u rn a l e n tr ie s )  fro m  th e  co n firm a tio n  d ate to  th e  b a la n ce  sh e e t d ate and 
( 2 )  p e rfo rm a n c e  o f  tests o f  th e  in terv en in g  tran sactio n s. Any u nu su al ch an g es 
in  a cco u n ts sh o u ld  b e  investigated , and  if  th e  au d ito r has sen t co n firm a tio n s 
b e fo re  y ear-en d , acco u n ts w ith  u nu su al ch an g es o r  m a jo r a cco u n ts fo r  w h ich  
re sp o n se s  w e re  n o t re ce iv ed  m ay b e  re co n firm ed .
O n e  o f  th e  p rim ary  co n sid era tio n s  in  d eterm in in g  w h e th e r  to  co n firm  
a cco u n ts o th e r  than  at th e  b a la n ce  sh e e t d ate is th e  re lia b ility  o f  th e  c lie n t’s 
in tern a l acco u n tin g  co n tro ls  fo r  rece iv ab les . If  th e  c lie n t’s acco u n tin g  system  
and  co n tro ls  a re  n o t re lia b le , it m ay n o t b e  e ffic ien t o r  effectiv e  to  p e rfo rm  
ro ll-fo rw ard  o r  ro ll-b a ck  co n firm a tio n  p ro ced u res . H ow ever, if  th e  c lie n t’s 
a cco u n tin g  system  and  co n tro ls  a re  re lia b le , co n firm a tio n  p r io r  to  th e  b a la n ce  
sh e e t d ate m ay b e  d e sira b le  s in ce  it e n a b le s  th e  au d ito r to  co n d u ct h is w o rk  
m o re  e ffic ien tly  th ro u g h o u t th e  year and allow s m o re  tim e fo r  c lea rin g  
re p o rte d  e x c e p tio n s  p rio r  to  re p o rtin g  o n  th e  fin an cia l sta tem en ts.
S e e  SAS No. 4 5 , Omnibus Statement on Auditing Standards— 1 9 8 3 , fo r 
d e ta iled  g u id a n ce  o n  th e  tim in g  o f  su bstantive audit tests p r io r  to  th e  b a la n ce  
sh e e t date.
Extent
P ro fessio n al standards p ro v id e  g en era l g u id e lin es  o n  th e  e x te n t o f  testing , 
b u t th e  n u m b e r o f  co n firm a tio n s that sh o u ld  b e  se n t in  a g iv en  situ atio n —  
th e  ex te n t o f  testin g — is ju d g m en tally  d eterm in ed  by  th e  au d itor. F o r  ex a m p le , 
as th e  a u d ito r’s a ssessm en t o f  risk  o f  p o ss ib le  m issta tem en t in cre a se s  (fo r  
ex a m p le , b e c a u se  o f  w eak  in tern a l a cco u n tin g  c o n tro l) , th e  e x te n t o f  
su bstantive testin g  sh o u ld  in crease . L ikew ise, se c tio n  3 3 1 .0 5  o f  SAS No. 1 
in d ica tes  th e  fo llo w in g :
If the negative rather than the positive form o f confirmation is used, the num ber 
o f requests sent or the extent o f the other auditing procedures applied to the 
receivable balance should normally be greater in order for the independent 
auditor to obtain the same degree o f satisfaction with respect to the accounts 
receivable balance.
2. U s e  o f  negative  con firm ation s in  this w a y  app rox im ates  w h at is k n o w n  as d is c o v e ry  s a m p lin g  
in  the  statistical s am p lin g  literature. D isco v e ry  sam p lin g  is u se d  w h e n  the  au d ito r  b e lie v e s  that 
the p o p u la t io n ’s o c c u r r e n c e  r a te  (e r ro r s  in  the accounts rec e iv ab le  p o p u la t io n ) is n ea r  z e ro . I f  
the  o c c u r ren c e  rate is not c lo se  to  z e ro , d iscove ry  sam p lin g  app lica t ion s a re  d e s ig n e d  to  y ie ld  
a la rg e  e n o u g h  sam p le  s ize  so  that at least o n e  o c c u r ren c e  w i ll  b e  p r o d u c e d  i f  the  o c c u r ren c e  
rate e x c e e d s  a  p re d e f in e d  to le ra b le  rate.
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In  d eterm in in g  th e  n u m b e r o f  co n firm a tio n s that sh o u ld  b e  sen t, th e  
au d ito r sh o u ld  co n su lt SAS No. 3 9 , A u d it  S a m p lin g ,3 and  th e  AICPA Audit 
and  A cco u n tin g  G u id e  A u d it  S a m p lin g . In  applying SAS No. 3 9 , au d itors 
m igh t s e le c t all h igh -valu e acco u n ts, p ast-d u e acco u n ts, a cco u n ts w ith  c re d it 
b a la n ces, o r  ce rta in  o th e r  a cco u n ts fo r  1 0 0 -p e rce n t co n firm a tio n  and  a 
sam p le that is e x p e c te d  to  b e  re p rese n ta tiv e  o f  th e  re m a in in g  acco u n ts. T h e  
a u d ito r’s w o rk in g  p a p e rs  u sually  d o cu m en t th e  acco u n ts se le c te d  fo r  co n fir ­
m ation .
In fo rm a tio n  R e q u e s te d
T h e  type o f  in fo rm a tio n  co n firm ed  by  th e  au d ito r d ep en d s o n  th e  ab ility  
and  w illin g n ess o f  th e  co n firm a tio n  re c ip ie n ts  to  v erify  th e  data. R eg ard less 
o f  th e  d ata ap p earin g  o n  th e  co n firm atio n , th e  co n firm a tio n  p ro c e d u re  m ay 
n o t p ro v id e  valid  audit ev id en ce  if  th e  re c ip ie n t ca n n o t verify  th e  data. F o r  
ex a m p le , a  co n firm a tio n  re q u e stin g  m e m b e rs  o f  th e  g e n e ra l p u b lic  to  verify  
am o u n ts that a re  b a se d  o n  co m p le x  in tere st co m p u tatio n s w ill n o t p ro d u ce  
m ean in g fu l au dit e v id e n ce  re g a rd less  o f  th e  typ e o r  n u m b er o f  co n firm a tio n s 
sent.
In  co n sid e rin g  w hat in fo rm atio n  to  co n firm , th e  au d ito r sh o u ld  b e  ca re fu l 
to  accu rately  d efin e  th e  p o p u la tio n  to  w h ich  in fe re n ce s  w ill b e  m ad e. F o r  
ex a m p le , if  cre d it b a la n ces  are  ex c lu d e d  fro m  co n sid e ra tio n  and  n o t 
co n firm ed , th e  in fe re n ce s  draw n fro m  th e  co n firm a tio n  resu lts  apply o n ly  
to  th e  p o sitiv e , o r  d eb it, b a la n ces in  acco u n ts rece iv a b le .
C o n tro l o f  R e q u e s ts
T h e  au d ito r sh o u ld  m aintain  co n tro l o v er c lie n t re co rd s  and  co n firm a tio n s 
th ro u g h o u t th e  se le c tio n , p rep aratio n , m ailing , and  re tu rn  o f  th e  co n firm a ­
tion s. Loss o f  co n tro l at any p o in t co u ld  n eg ate  th e  re lia b ility  o f  th e  p ro ce d u re . 
T h e  n atu re  o f  th e  co n tro l p ro ce d u re s  w ill vary, d ep en d in g  o n  th e  sp e cific  
circu m stan ces .
C o n firm atio n  co n tro l p ro ce d u re s  a re  in ten d ed  to  e n su re  th e  valid ity  o f  
th e  co n firm a tio n  p ro c e d u re  by  estab lish in g  d ire c t co m m u n ica tio n  b e tw e e n  
th e  re c ip ie n t ( th e  d e b to r)  and th e  au d itor, th e re b y  red u cin g  th e  ch a n c e  o f  
th e  c lie n t in tercep tin g  and  b iasin g  th e  resu lts. I f  th e  c lie n t has th e  o p p o rtu n ity  
to  in te rc e p t th e  co n firm a tio n s (fo r  ex a m p le , by  m ailin g  th e  co n firm a tio n s), 
th e  re lia b ility  o f  th e  p ro c e d u re  is sign ifican tly  red u ced . T h e re fo re , c o n fir ­
m atio n  re q u e sts  sh o u ld  b e  m ailed  by  th e  au d ito r ( in  en v e lo p e s  p rin te d  w ith  
th e  re tu rn  ad d ress o f  th e  au d itor, n o t th e  c lie n t) , and  th e  re c ip ie n t o f  th e  
co n firm a tio n  re q u e st sh o u ld  b e  ask ed  to  rep ly  d irectly  to  th e  au d itor. 
C o n fu sio n  co n ce rn in g  th is latter p o in t m ay b e  re d u ce d  by in c lu d in g  a re tu rn  
en v e lo p e  w ith  th e  co n firm a tio n  req u est.
3 . Statem ent o n  A u d it  S tandards N o . 39, A u d it  S a m p lin g  (N e w  Y o rk : A m er ic an  Insti­
tute o f  C e rt ifie d  P u b lic  Accountants, 1981). S ee  a lso  A IC P A  P ro fe s s io n a l S ta n d a rd s , A U  Section  
350.
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Accounts Not Confirmed at the Client’s Request
O cca sio n a lly  a c lie n t m ay re q u e st that ce rta in  acco u n ts re ce iv a b le  n o t b e  
co n firm ed . I f  th e  c lie n t has a valid  re a so n  fo r  m aking  su ch  a re q u e st, th e se  
a cco u n ts d o  n o t have to  b e  co n firm ed . H ow ever, th e  au d ito r sh o u ld  apply 
a ltern ativ e p ro c e d u re s  to  th o se  accou nts.
Undeliverable Confirmations
S o m e tim es co n firm a tio n  re q u e sts  a re  re tu rn ed  b y  th e  p o st o ffice  as u nd eliv ­
e ra b le . U n d eliv erab le  re q u e sts  re tu rn ed  by  th e  p o st o ffice  sh o u ld  b e  
investigated . I f  p o ssib le , c o rre c t a d d resses sh o u ld  b e  o b ta in ed  fro m  th e  
c lie n t, v erifie d  by  re fe re n c e  to  ex tern a l so u rce s  (su ch  as cre d it re p o rts  o r  
te le p h o n e  b o o k s ) , and  th e n  rem ailed . I f  a c o rre c t ad d ress ca n n o t b e  
d eterm in ed , th e  valid ity o f  th e  a cco u n t sh o u ld  b e  rev iew ed .
Nonresponses
N o n re sp o n ses resu lt w h en  re cip ie n ts  ap p aren tly  re fu se  o r  a re  u n a b le  to  
re sp o n d  to  th e  type o f  co n firm a tio n  that asks fo r  a re sp o n se . W h en  a p o sitiv e  
co n firm a tio n  is u sed  and  n o  re sp o n se  is re ce iv ed  w ith in  a  re a so n a b le  p e rio d , 
ad d itio n al o r  fo llow -u p  re q u e sts  a re  n o rm ally  sent. I f  a re c ip ie n t still d o es 
n o t re sp o n d , a ltern ativ e p ro ce d u re s  su ch  as th o se  d iscu ssed  b e lo w  can  b e  
ap p lied . In  so m e  cases th e  au d ito r m ay find  d ire c t co n ta ct by  te le p h o n e  to  
b e  a u sefu l a lternativ e co n firm a tio n  te ch n iq u e . C hap ter 4 su ggests ways 
au d ito rs m ay b e  a b le  to  im p ro v e co n firm a tio n  re sp o n se  rates.
Returned Confirmations
S o m e  au d ito rs evaluate all in fo rm atio n  re p o rte d  b y  th e  d e b to r  o n  th e  
co n firm atio n . R esp o n d en ts so m etim e s supply  g ratu itou s co m m e n ts  that th e  
re ce iv a b le  o r  a p art o f  th e  re ce iv a b le  b a la n ce  w as paid  o n  a ce rta in  date, 
p erh a p s in  a su b seq u en t p erio d . A lthough p ro fess io n a l stand ard s d o  n o t 
re q u ire  fo llo w -u p  o n  su ch  gratu itou s co m m en ts, v erifica tio n  p ro c e d u re s  
co u ld  lead  to  th e  d isco v ery  o f  e rro rs  o r  co n d itio n s  that o th e rw ise  m igh t n o t 
b e  d isco v ere d  (fo r  ex a m p le , a p o ss ib le  lap p ing  o f  a cco u n ts re ce iv a b le ). 
T h e re fo re , so m e  p ra ctitio n e rs  fo llo w  a p o licy  o f  alw ays investigating  g ratu itou s 
co m m en ts.
R etu rn ed  co n firm a tio n s sh o u ld  b e  rev iew ed  and  ca teg o riz e d  as o n e  o f  
th e  fo llo w in g :
• Confirmed correct— co n firm atio n s that a re  p ro p e rly  sig n ed  and  o n  
w h ich  th e  re sp o n d e n t has n o t in d icated  any e x ce p tio n s  to  th e 
in fo rm a tio n  p resen ted .
• Incomplete or invalid— co n firm atio n s that a re  re tu rn ed  u n sig n ed  o r  
that a re  re tu rn ed  d irectly  to  th e  clien t. In  su ch  ca ses th e  au d ito r 
sh o u ld  co n s id e r  rem a ilin g  th e  co n firm a tio n  re q u e st a lo n g  w ith  an 
ex p la n a tio n  o f  th e  p ro b lem .
• Unable to confirm — co n firm a tio n s o n  w h ich  th e  cu sto m e r in d ica tes 
that h e  d o e s  n o t have th e  ab ility  to  co n firm  th e  in fo rm a tio n  p re sen ted .
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In  su ch  ca ses th e  au d ito r m ay w ish  to  have th e  c lie n t p re p a re  
in fo rm a tio n  that th e  re c ip ie n t w ill b e  a b le  to  co n firm . F o r ex a m p le , 
as d iscu ssed  in  ch a p te r  4 , th e  au d ito r m igh t co n s id e r  ask ing  a 
co m p an y  that u ses an  o p en -in v o ice  system  to  co n firm  a m o n th ly  
sta tem en t o r  se le c te d  individual in v o ices, o r  th e  au d ito r m ight 
co n s id e r  sim p lify ing  th e  in fo rm a tio n  th e  re c ip ie n t is ask ed  to  co n firm .
• Exceptions— co n firm atio n s o n  w h ich  th e  re sp o n d e n t d isa g rees w ith  
o r  q u estio n s  th e  in fo rm atio n  p re sen ted .
E x cep tio n s in d ica ted  o n  th e  co n firm a tio n  sh o u ld  b e  th o ro u g h ly  in v esti­
gated. E x cep tio n s  typically  re p o rte d  b y  re c ip ie n ts  can  b e  d u e to  in -tran sit 
item s (fo r  ex a m p le , paym ents m ad e b u t n o t re ce iv ed  o r  g o o d s sh ip p ed  b u t 
n o t re ce iv e d ), d isp u ted  sa les p rice s , cred its  a llo w ed  b u t n o t p o ste d  to  th e  
acco u n ts re ce iv a b le  re co rd s , and  c le r ica l e rro rs . P ro ce d u res  u sed  to  in v es­
tigate e x c e p tio n s  d ep e n d  o n  th e  n atu re  and  freq u en cy  o f  th e  e x c e p tio n s  
re p o rte d . E x cep tio n s  m ay b e  investigated  by  c lie n t p e rso n n e l if  th e  au d ito r 
su p erv ises th e  activity and  su b seq u en tly  in sp ects, at least o n  a test b asis, th e  
ev id en ce  su p p o rtin g  th e  c lie n t’s ex p la n a tio n  o f  d iffere n ces. I f  an  e x c e p tio n  
ca n n o t b e  re so lv ed  o r  th e  fo llow -u p  p ro ce d u re s  in d ica te  that th e  e x c e p tio n  
re p re se n ts  an  e r ro r  in  th e  c lie n t’s re co rd s , th e  au d itor sh o u ld  d e te rm in e  
h o w  th e  e r ro r  o ccu rre d . If  s im ilar e rro rs  co u ld  ex ist, ad d itio n al audit 
p ro c e d u re s  m ay b e  n ecessa ry  to  d e te rm in e  th e  ex te n t o f  e r ro rs  and  th e ir  
e ffec t o n  th e  a ch iev e m en t o f  co n firm a tio n  audit o b jectiv es.
A lte rn a tiv e  A u d it P r o c e d u r e s
I f  co n firm a tio n  re q u e sts  a re  n o t sen t o r  re p lies  a re  n o t re ce iv ed , th e  au d ito r 
ap p lies su ch  a lternative p ro ce d u re s  as are  n ecessa ry  to  o b ta in  su ffic ien t, 
co m p e te n t ev id en ce  to  ach iev e th e  audit o b jectiv e s  o f  a cco u n ts rece iv a b le . 
If  th e  au d ito r co n c lu d e s  that a lternativ e p ro ce d u re s  a re  in ad eq u ate , th e  
stand ard  au dit re p o rt sh o u ld  b e  m od ified .
S e ctio n  3 3 1 .0 5  o f  SAS No. 1 in d icates that th e  a u d ito r sh o u ld  apply 
a ltern ativ e p ro c e d u re s  to  p ro v id e  ev id en ce  fo r  significant n o n re sp o n d in g  
acco u n ts. Significant, in  th is co n tex t, re fe rs  to  co n firm a tio n  re q u e sts  that th e  
au d ito r b e lie v e s  a re  lik e ly  to  in flu en ce  h is ev alu ation  o f  th e  a cco u n ts 
re ce iv a b le  b a la n ce  re la tiv e  to  th e  fin an cia l sta tem en ts taken  as a w h o le . 
P aragraph 25  o f  SAS No. 3 9  p ro v id es ad d ition al g u id an ce  o n  w h e n  to  apply 
a ltern ativ e p ro ce d u re s  to  n o n resp o n d in g  o r  u n a b le -to -resp o n d  acco u n ts. 
A cco rd in g  to  p aragrap h  25 , th e  a u d ito r’s trea tm en t o f  th e  u n co n firm ed  
acco u n ts d ep en d s o n  th e ir  e ffec t o n  h is ev alu ation  o f  th e  sam p le.
If the auditor’s evaluation o f the sample results would not be altered by 
considering those unexamined items to be in error, it is not necessary to 
exam ine the items. However, if considering those unexamined items to be 
misstated would lead to a conclusion that the balance o r class is materially in 
error, the auditor should consider alternative procedures___
A lternative p ro ce d u re s  to  th e  w ritten  co n firm a tio n  p ro c e d u re s  in c lu d e  
th e  u se  o f  o th e r  m ean s to  co m m u n ica te  d irectly  w ith  th e  d eb to r. F o r  ex a m p le , 
te le p h o n e  in q u iry  to  v erify  a cco u n t in fo rm atio n  is freq u en tly  u sed . In  so m e
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cases th e  au d ito r m ay visit a  d e b to r  to  verify  th e  accu racy  o f  th e  a cco u n t 
in fo rm atio n . T ests o f  cred its  m ay b e  p e rfo rm e d  by  re fe rr in g  to  re m itta n ce  
advises, d ep o sit slips, b an k  statem en ts, cash  re ce ip t re co rd s , and  au th o riza tio n  
o f  w rite-offs. D eb its  m ay b e  au dited  by  ex am in in g  ev id en ce  o f  sa les, su ch  as 
co n tracts , cu sto m e r p u rch a se  o rd ers, sh ip p in g  d o cu m en ts, b ills  o f  lad ing, 
and  fre ig h t b ills .
E v a lu a tin g  C o n firm a tio n  R e su lts
T h e  resu lts o f  th e  co n firm a tio n  p ro c e d u re  a re  typically  su m m arized  b y  type 
o f  co n firm a tio n  (fo r  ex a m p le , p o sitiv e and n eg ativ e), and  su m m ary  statistics 
a re  usually  ca lcu la ted , in clu d in g  th e  p e rce n ta g e  o f  acco u n ts in  d o lla rs  te ste d  
and  th e  p e rce n ta g e  o f  acco u n ts in  d o llars asso cia ted  w ith  n o n resp o n d e n ts  
and  erro rs . T h e  o b je c tiv e  o f  th is su m m ary  is to  e n a b le  th e  au d ito r to  arrive 
at a co n c lu s io n  ab o u t th e  su ffic ien cy  o f  th e  co n firm a tio n  p ro ce d u re . In  so m e 
situ atio n s th e  co n firm a tio n  findings, in  co m b in a tio n  w ith  th e  resu lts o f  o th e r  
tests, m ay re q u ire  th e  au d ito r to  sen d  ad d ition al co n firm a tio n s o r  e x ten d  
o th e r  au dit p ro ced u res .
In  sam p lin g  ap p lica tion s a q u estio n  freq u en tly  a rises  reg ard in g  w h eth er 
it is p ro p e r  to  co m b in e  co n firm a tio n  resu lts w ith  resu lts g e n e ra te d  by 
a lternativ e p ro c e d u re s  and  th e n  m ake an  o v erall evaluation . F o r  e x a m p le , if 
125  co n firm a tio n  re p lie s  in d ica te  2 e rro rs  and  a lternativ e p ro c e d u re s  ap p lied  
to  7 5  n o n resp o n d in g  acco u n ts in d ica te  1 e rro r , sh o u ld  th e  ev alu atio n  b e  
b a se d  o n  a sam p le o f  2 0 0  acco u n ts w ith  3 erro rs?
It is ap p ro p ria te  to  co m b in e  co n firm a tio n  resu lts w ith  a ltern ativ e p ro c e d u re  
resu lts u n less  th e re  is so m e  type o f  e r ro r  that co u ld  n o t b e  fo u n d  b y  th e 
alternativ e p ro ce d u re s  ap p lied . T h e re fo re , b e fo re  co m b in in g  su ch  resu lts, 
th e  au d ito r sh o u ld  d e term in e  th e n atu re  and  cau se  o f  e a ch  e rro r .
U SEFU LN ESS O F CO N FIRM ATIO N S
T h e  u sefu ln ess o f  an  audit p ro c e d u re  sh o u ld  b e  a ssessed  b y  its re la tiv e 
e ffectiv en ess and  e ffic ien cy  in  ach iev in g  audit o b jectiv es. T h e  fo llo w in g  
p aragrap h s co n s id e r  th e  u sefu ln ess o f  co n firm atio n s fro m  an  e ffec tiv en ess/ 
e ffic ien cy  p ersp ectiv e .
E ffe c tiv e n e s s  o f  C o n firm a tio n s
T h e  e ffec tiv en ess o f  an  au dit p ro c e d u re  re la tes  to  its ab ility  to  ach iev e  audit o b ­
jectiv es. P ro fe ssio n a l stand ard s re co g n iz e  that th e  co m p ete n cy  o f  ev id en ce  d e ­
p en d s o n  its valid ity  and  relev ancy . C on firm ation s a re  re lev an t b e c a u se  th ey  r e ­
q u est in d ep en d ent verification  o f  inform ation about accounts receivable balances 
o r  tran sactio n s, and  su ch  v erifica tio n  is im p o rtan t fo r  th e  co m p le tio n  o f  th e  au ­
dit. V alid ity is b a se d  o n  th e  fo llo w in g  g e n e ra l p resu m p tio n s:
1 . W h en  ev id en tia l m a tter can  b e  o b ta in ed  fro m  in d e p en d e n t so u rces  
o u tsid e  an  entity , it p ro v id es g re a te r  assu ran ce o f  re lia b ility  fo r  th e  
p u rp o ses  o f  an  in d e p en d e n t audit than  that se c u re d  so le ly  w ith in  
th e  entity.
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2 .  T h e re  is m o re  a ssu ra n ce  a b o u t th e  re lia b ility  o f  acco u n tin g  data 
and  fin an cia l sta tem en ts w h en  th ey  are  d ev e lo p ed  u n d e r satisfactory  
co n d itio n s  o f  in tern a l acco u n tin g  co n tro l th an  w h en  th ey  are  
d ev e lo p e d  u n d e r u nsatisfactory  co n d itio n s.
3 .  T h e  in d e p e n d e n t a u d ito r’s d ire c t p e rso n a l k n o w led g e, o b ta in ed  
th ro u g h  p h ysical ex a m in a tio n , o b serv atio n , co m p u tatio n , and  in ­
sp e ctio n , is m o re  p ersu asiv e  th an  in fo rm a tio n  o b ta in ed  in d irectly .
C o n firm atio n  can  b e  re lie d  o n  as b o th  p rim ary  and  seco n d ary  so u rce s  o f  
ev id en ce  fo r  th e  fo llo w in g  illu strative au dit o b jectiv e s  (w h ich  w e re  p re se n te d  
at th e  b e g in n in g  o f  th is ch a p ter).
Primary Source o f Evidence
Existence. A ccou n ts re ce iv a b le  in c lu d ed  in  th e  b a la n ce  sh e e t exist. 
Secondary Sources o f Evidence
Completeness. A ccou nts re ce iv a b le  tran sactio n s fo r  th e  p e r io d  have b e e n  
p ro p e rly  re co rd ed .
O ccurrence. A ccounts re ce iv a b le  e x c lu d e  all am ou n ts o w ed  to  th e  en tity  
fro m  re v en u e  tran sactio n s that o c c u r  in  th e  su b se q u e n t a cco u n tin g  p erio d . 
Valuation or Allocation. A ccounts re ce iv a b le  a re  stated  at th e ir  n e t re a liz a b le  
valu e as o f  th e  b a la n ce  sh e e t date.
T h e  te rm  primary source o f evidence d o es n o t im ply  that th e  p ro c e d u re  
is th e  o n ly  so u rce  o f  ev id en ce  o r  that o th e r  p rim ary  so u rce s  o f  e v id e n ce  d o  
n o t ex ist. R ather, it m eans that au d ito rs n o rm ally  p la ce  sig n ifican t re lia n c e  
o n  th e  re su lt o f  su ch  a p ro c e d u re  in  fo rm in g  a co n c lu s io n  a b o u t a p articu lar 
audit o b jectiv e . A c lie n t-im p o se d  re stric tio n  o n  a p rim ary  so u rce  o f  ev id en ce  
w o u ld  u sually  cau se  th e  au d ito r to  issu e a m o d ified  o p in io n  d u e to  a sc o p e  
lim ita tio n  u n less  h e  can  ach iev e th e  au dit o b je c tiv e  b y  u sin g  a n o th e r  p rim ary  
so u rce  o f  ev id en ce . T h e  te rm  secondary source o f evidence m ean s that th e  
p ro c e d u re  g en era lly  p ro v id es so m e ev id en ce  co n c e rn in g  th e  au dit o b je c tiv e  
b u t that o th e r  p ro c e d u re s  a re  re lie d  o n  as so u rce s  o f  p rim ary  ev id en ce .
As a lread y  in d icated , co n firm a tio n s a re  a p rim ary  so u rce  o f  e v id e n ce  in  
d eterm in in g  w h e th e r  th e  acco u n ts re ce iv a b le  ex is t as o f  a ce rta in  date. B y  
p ro p e rly  e x e rc is in g  co n tro l o v er th e  p ro ce ss in g  o f  co n firm a tio n s, th e  au d ito r 
re d u ce s  th e  p o ssib ility  that th e  c lie n t is a b le  to  m an ip u late  o r  o th e rw ise  b ias 
th e  find ings. C on firm ation s that re q u ire  and re ce iv e  re sp o n se s  fro m  th e  
re c ip ie n t (su c h  as p o sitiv e  co n firm a tio n s) p ro v id e  h igh ly  re lia b le  ev id en ce  
that th e  a cco u n ts re ce iv a b le  exist. A lthough fictitio u s re sp o n se s  co u ld  b e  
rece iv ed , au d ito rs a re  n o rm ally  ca refu l to  w atch  fo r u nu su al a cco u n ts o r  
item s, su ch  as p o st o ffice  b o x  ad d resses that m igh t d isg u ise  a fictitio u s 
acco u n t. A n o th er p rim ary  so u rce  o f  ev id en ce  fo r  assessin g  th e  e x is te n c e  o f  
an  a cco u n t re ce iv a b le  o r  tran sactio n  is th e  ex a m in a tio n  o f  su b se q u e n t cash  
rece ip ts . E xam in atio n  o f  o th e r  su p p o rtin g  d o cu m en tatio n , su ch  as c re d it files 
and  sh ip p in g  d o cu m en ts, is n o rm ally  co n s id e re d  a seco n d a ry  so u rce  o f  
ev id en ce  o f  ex is te n ce . In  co m b in a tio n , h o w ev er, th e se  so u rce s  m ay p ro v id e  
ev id en ce  o f  e x is te n ce  eq u iv a len t to  co n firm atio n , esp ec ia lly  if  s o m e  ex te rn a l 
e v id e n ce  re la ted  to  e x is te n ce , su ch  as a cred it re p o rt, is a lso  g en era ted .
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C on firm ation s serv e  as a seco n d ary  so u rce  o f  ev id en ce  in  assessin g  th e  
co m p le te n e ss  o b jec tiv e  o f  p ro p e r  re co rd in g . A lthough co n firm a tio n s a re  n o t 
a  p rim ary  so u rce  o f  ev id en ce  o f  th e  p ro p e r re co rd in g  o f  tran sactio n s, th ey  
m ay rev ea l d iscrep a n cie s  in  tran sactio n  reco rd in g . S in ce  d eb to rs  a re  m o re  
lik e ly  to  re sp o n d  to  o v ersta tem en ts ra th er th an  u n d ersta tem en ts in  th e ir  
acco u n ts, co n firm a tio n s a lso  serv e as a seco n d ary  so u rce  o f  e v id e n ce  in  
d etec tin g  tran sactio n s o ccu rr in g  in  th e  su b seq u en t a cco u n tin g  p e r io d  b u t 
re c o rd e d  in  th e  cu rre n t a cco u n tin g  p erio d . F o r  th e  la ter o b je c tiv e , cu to ff 
p ro c e d u re s  serv e  as a p rim ary  ev id en tia l so u rce .
C on firm ation s a lso  serv e  as a seco n d a ry  so u rce  o f  ev id en ce  in  a ssessin g  
w h e th e r  th e  acco u n ts re ce iv a b le  a re  stated  at th e ir  n e t rea liz a b le  v alu e as o f  
th e  b a la n ce  sh e e t date. T h e  p rim ary  ev id en tia l so u rce s  fo r  a ssessin g  n e t 
rea lizab ility  a re  co lle c tib ility  review s, in clu d in g  th e  aging  o f  a cco u n ts re ce iv ­
a b le , rev iew  o f  cu rre n t cred it files, and  rev iew  o f  su b se q u e n t cash  co lle c tio n s . 
H ow ever, th e  co n firm a tio n  p ro c e d u re  m ay resu lt in  th e  re p o rtin g  o f  d isp u ted  
sa les  re tu rn s an d  cred its. T hu s, co n firm atio n s can  b e  v iew ed  as th e  seco n d a ry  
ev id en tia l so u rce  in  th e  a ssessm en t o f  n e t realizability .
E ff ic ie n c y  o f  C o n firm a tio n s
T h e  e ffic ie n cy  o f  an au dit p ro c e d u re  re la tes  to  th e  co st in cu rred  to  ach iev e 
audit o b jectiv e s : th e  lo w e r th e  co st, th e  m o re  e ffic ie n t th e  p ro ce d u re . In  
au diting, a  m a jo r fa cto r in flu en cin g  co st is th e  am o u n t o f  tim e  re q u ire d  to  
p e rfo rm  a p ro ce d u re . T h e  w ritten  co n firm a tio n  p ro c e d u re  is e ffic ie n t in  
ach iev in g  its p rim ary  audit o b je c tiv e  o f  ex is te n ce . T h e  p rin cip a l co sts 
a sso cia ted  w ith  co n firm a tio n s are  a ttrib u tab le  to  p ro ce ss in g  an d  investigating  
n o n re sp o n se s  and  ex cep tio n s . W ith p ro p e r  co n tro l and  su p erv isio n , m any 
o f  th e  c le r ic a l co n firm a tio n  tasks can  b e  p e rfo rm e d  b y  c lie n t p e rso n n e l. F o r 
a co n firm a tio n  re tu rn ed  w ith  n o  e x cep tio n s , th e  audit tim e  sp e n t in  g ath erin g  
ev id en ce  is m in im al w h en  co m p a red  to  alternative p ro ced u res .
T h e  u se  o f  a lternativ e p ro ce d u re s  to  ach iev e th e  audit o b je c tiv e  o f  e x is te n ce  
in volves th e  ex a m in a tio n  o f  su p p o rtin g  d o cu m en tatio n , su ch  as p r o o f  o f  
su b se q u e n t cash  paym ent, sh ip p in g  d o cu m en ts, b ills  o f  lad ing, an d  o th e r  
d o cu m en tary  su p p ort. T h e  au d ito r can  re ly  o n  c lie n t p e rso n n e l su p erv ised  
b y  h im  to  g a th er th e  data, b u t h e  usually  sp en d s a sign ifican t am o u n t o f  tim e 
e x a m in in g  it. A lthough th e  au d ito r w ill in cu r ad d itio n al co sts in  applying  
a ltern ativ e p ro ce d u re s  to  n o n re p lie s  and  e x ce p tio n s , th e  m a jo rity  o f  co n fir­
m atio n s n o rm ally  re q u ire  o n ly  m in im al follow -up . C on seq u en tly , ev e n  w ith  
so m e  n o n re p lie s  and  e x cep tio n s , co n firm atio n s ten d  to  b e  h ig h ly  e ffic ien t.
SUM M ARY
T h is ch a p ter d e sc r ib e d  th e  audit o b jectiv e s  fo r a cco u n ts re ce iv a b le  and  th e  
u sefu ln ess o f  th e  w ritten  co n firm a tio n  p ro c e d u re  in  ach iev in g  th e se  o b jectiv es. 
A lthough  e a c h  audit en g a g e m e n t is u n iq u e , th is ch a p ter d iscu ssed  th e  g en era l 
facto rs to  c o n s id e r  in  u sin g  th e  w ritten  co n firm a tio n  p ro ce d u re . A lternative 
p ro c e d u re s  an d  co n firm a tio n  sam p lin g  w e re  a lso  d iscu ssed . T h e  w ritten  
co n firm a tio n  p ro c e d u re  is h igh ly  effectiv e  and effic ien t in  ach iev in g  th e 
p rim ary  au d it o b je c tiv e  o f  e x is te n c e  an d  can  b e  u sed  as a seco n d ary  ev id en tia l 
so u rce  in  ex a m in in g  th e  audit o b jectiv e s  o f  co m p le te n e ss  and valu atio n  o r  
a llo ca tio n .




When confirm ing accounts receivable, practitioners may select from  a num ber 
o f available confirmation form s. This chapter discusses and illustrates several 
forms.
T Y PES O F CO N FIRM A TIO N  FORM S
T h e re  a re  fo u r b a sic  types o f  co n firm a tio n  form s. S e ctio n  331  o f  SAS No. 1 
d e sc rib e s  tw o types o f  form s an d  p ro v id es g u id an ce  a b o u t u sin g  th e  fo rm s 
in  v ariou s circu m stan ces . T h e  p u rp o se  o f  th is se c tio n  is to  ( 1 )  d e sc r ib e  tw o 
ad d itio n al co n firm a tio n  form s that co u ld  b e  u sefu l in  au d itin g  a cco u n ts 
re ce iv a b le  and  ( 2 )  p re se n t g u id e lin es  fo r  se le c tin g  am o n g  th e  fo u r b a s ic  
co n firm a tio n  form s. (S e e  ap p en d ix  A, flo w ch art 2 .)  T h e  fo u r types o f  
co n firm a tio n  form s d iscu ssed  a re  th e  p ositive , negative, b lank , an d  exp an d ed - 
fie ld  form s. A b r ie f  d escrip tio n  o f  e a c h  follow s.
P o s itiv e  F o rm
T h e  re c ip ie n t o f  th e  p o sitiv e  co n firm a tio n  is ask ed  to  re sp o n d  d irectly  to  th e  
au d itor, w h e th e r  o r  n o t h e  a g ree s w ith  th e  in fo rm atio n  p re sen ted . T h e  
p o sitiv e  fo rm  is d iscu ssed  in  se c tio n  331  o f  SAS No. 1.
P ositive co n firm a tio n s m ay b e  d ire cted  tow ard  e ith e r  d e b to r  a cco u n t 
b a la n ces, as illu strated  in  e x h ib it 3 .1 , o r  individual item s in c lu d ed  in  a cco u n t 
b a la n ce s  (fo r  ex a m p le , in v o ice  co n firm a tio n s), as illu strated  in  e x h ib it 3 . 2. 
T h e  p o sitiv e  in v o ice  co n firm a tio n  a d d resses th e  sam e audit o b jectiv e s  as th e  
a cco u n t b a la n ce  co n firm atio n . In v o ice  co n firm a tio n s m ay b e  esp ec ia lly  
ap p ro p ria te  w h en —
• T h e  cu sto m e r’s acco u n ts p ayable system  is m ain ta in ed  o n  an  in v o ice  
b asis; that is, a cco u n ts p ay ab le tran sactio n s a re  a sso cia te d  w ith
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su p p o rtin g  p u rch a se  re q u isitio n s, p u rch a se  o rd ers , in v o ices, and 
re ce iv in g  rep o rts.
• T h e  c lie n t’s re ce iv a b le  in fo rm atio n  p ro ce ss in g  system  is m ain ta in ed  
o n  an  in v o ice  b asis; that is, th e  system  m atch es cash  re ce ip ts , c re d it 
m e m o s, an d  o th e r  ad ju stm en ts to  sp e cific  in v oices.
In  th e se  c ircu m sta n ces th e  in v o ice  co n firm a tio n  fo rm  m ay h av e audit 
advantages, su ch  as in cre a se d  re sp o n se  rates, m o re  e ffic ie n t a ltern ativ e 
p ro ce d u re s , and  m o re  e ffic ie n t re co n c ilia tio n  w o rk  re la tin g  to  in -tran sit item s 
and  p ro ce ss in g  lags.
W h en  an  a u d ito r ch o o se s  to  co n firm  a cco u n t b a la n ce s  ra th er th an  in v o ices, 
h e  m ay fin d  it b e n e fic ia l to  in c lu d e  a c lie n t-p re p a red  “sta tem en t o f  a cc o u n t,” 
sh o w in g  th e  d eta ils o f  th e  b a la n ce  in  th e  cu sto m e r’s acco u n t, a lo n g  w ith  
e a ch  co n firm a tio n  form . An ex a m p le  o f  su ch  a co n firm a tio n  fo rm  is illu stra ted  
in  e x h ib it 3  3. U sing sta tem en ts o f  a cco u n t is d ep e n d e n t u p o n  th e ir  availability  
in  re la tio n  to  th e  tim in g  o f  th e  co n firm a tio n  re q u e sts  and  th e  lev el o f  d etail 
p re se n te d  in  th e  statem en ts. In clu d in g  th e  c lie n t’s sta tem en t a lo n g  w ith  e a ch  
co n firm a tio n  m ay in cre a se  effic ien cy . F o r ex a m p le , th e  n e e d  to  e n te r  ad d ress 
in fo rm a tio n  o n  ea ch  co n firm a tio n  m ay b e  e lim in ated . H ow ever, th e  au d ito r 
sh o u ld  b e  su re  to  co m p a re  co n firm a tio n  form s and  statem en ts p re p a re d  b y  
th e  c lie n t to  th e  a cco u n tin g  reco rd s.
A n o th er variation  o f  th e  a cco u n t b a la n ce  co n firm a tio n  o cca sio n a lly  u sed  
in  p ra c tice  is to  p re se n t th e  co n firm a tio n  re q u e st o n  th e  CPA firm ’s le tterh e a d  
in stead  o f  th e  c lie n t’s le tterh ead . A p p rop riate w o rd in g  fo r  th is type o f  re q u e st 
is illu stra ted  in  e x h ib it 3 .4 . P ractitio n ers g en era lly  p re fe r  to  m ail th e  
co n firm a tio n  o n  th e  c lie n t’s le tterh e a d  b e ca u se  th ey  b e lie v e  that th e  d e b to r  
is m o re  lik e ly  to  re sp o n d  to  a co m p an y  d ealt w ith  regu larly  th an  to  th e  
au ditor. I f  th e  co n firm a tio n  is p re se n te d  o n  th e  CPA firm ’s le tterh e a d , it 
sh o u ld  co n ta in  a re q u e st, sig n ed  b y  th e  co n firm in g  com p any , to  “p le a se  
supply  th e  in fo rm a tio n  re q u e ste d .” O th e r  co n firm a tio n  fo rm s d iscu ssed  in  
th is ch a p ter m ay a lso  b e  sen t o u t o n  th e  CPA firm ’s le tterh ea d , if  ap p ro p ria te ly  
ta ilo red .
N e g a tiv e  F o rm
T h e  re c ip ie n t o f  th e  n eg ativ e co n firm a tio n  is ask ed  to  re sp o n d  o n ly  if  h e  
d isa g rees w ith  th e  in fo rm a tio n  p resen ted . T h e  neg ativ e fo rm  is d iscu ssed  in  
se c tio n  33 1  o f  SAS No. 1.
Typically, neg ativ e co n firm a tio n s a re  sen t a lo n g  w ith  th e  c lie n t’s sta tem en ts 
that a re  reg u larly  m ailed  to  th e  cu sto m e r (s e e  e x h ib it 3 .5 ). T h ey  m ay a lso  
b e  stam p ed  o n  th e  c lie n t’s sta tem en ts o r  in c lu d e  affixed  p o rtio n s  ( s e e  ex h ib its  
3 .6  and  3 .7 ). A se n te n c e  su ch  as “If  you  d o  n o t re p o rt any d iffe re n ce s  w ith in  
X  days, it w ill b e  assu m ed  that th is sta tem en t is c o r r e c t” is so m e tim e s ad d ed  
to  n eg ativ e co n firm atio n s. S u ch  a s e n te n c e  e n co u ra g e s  tim ely  co n s id e ra tio n  
o f  th e  n eg ativ e co n firm a tio n  by  th e  recip ien t.
B la n k  F o rm
T h e  re c ip ie n t o f  th e  b la n k  co n firm a tio n  is n o t p ro v id ed  w ith  a b a la n c e  to  
verify, b u t ra th er is re q u e ste d  to  su p p ly  in fo rm atio n  d irectly  to  th e  auditor.
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T h e  au d ito r th e n  co m p a res  th e  in fo rm a tio n  p ro v id ed  b y  th e  re c ip ie n t o n  
th e  co n firm a tio n  fo rm  to  th e  c lie n t’s re co rd s. T h e  b lan k  fo rm  is o fte n  u sed  
in  th e  au dit o f  a cco u n ts p ay ab le to  te st fo r  th e  e x is te n ce  o f  u n re co rd e d  
liab ilities. T h e  fo rm  can  b e , b u t is n o t o ften , ad ap ted  fo r  u se  in  th e  au dit o f  
a cco u n ts rece iv a b le . T h e  b la n k  fo rm  is illu strated  in  e x h ib it 3 .8 .
E x p a n d e d -F ie ld  F o rm
T h e  re c ip ie n t o f  th e  exp an d ed -fie ld  co n firm a tio n  is ask ed  to  verify , by  
se le c tin g  fro m  a list o f  item s, th e  item  that co rre sp o n d s  to  th e  in fo rm a tio n  
in  h is re co rd s  o r  to  e x p la in  any d iffere n ces . F o r  ex a m p le , th e  re c ip ie n t m ay 
b e  ask ed  to  m ark  th e  c o rre c t a cco u n t b a la n ce  (a s  sh o w n  in  h is re c o rd s )  
fro m  a list o f  tw o o r  m o re  b alan ces. T h e  ex p a n d ed -fie ld  fo rm  is illu stra ted  
in  e x h ib it 3 .9.
SELEC T IO N  O F A  CO N FIRM A TIO N  FO RM
In  d ec id in g  w h ich  fo rm  to  u se  fo r  a p articu lar c lie n t c ircu m sta n ce , th e  au d ito r 
sh o u ld  b e  g u id ed  by h is attem p t to  m axim ize th e  e ffec tiv en ess o f  ev id en tia l 
m atter w h ile  m in im iz in g  audit costs. T h e  u sefu ln ess o f  e a ch  o f  th e  fo u r b a sic  
co n firm a tio n  fo rm s is d iscu ssed  in  th e  fo llo w in g  p aragraphs.
U sin g  th e  N e g a tiv e  C o n firm a tio n  F o rm
T h e  n eg ativ e co n firm a tio n  is m o st effectiv e  in  m in im iz in g  th e  d ire c t co s t o f  
th e  co n firm a tio n  p ro c e d u re s  b u t least effectiv e  fo r  d e term in in g  e x is te n ce  
o r  m issta tem en ts. T h is is b e c a u se  neg ativ e co n firm a tio n s d o  n o t re q u ire  fo l­
ow -up p ro c e d u re s  fo r  n o n resp o n d e n ts . S in ce  o n ly  e x c e p tio n s  a re  re p o rte d  
b y  th e  re c ip ie n ts , th e  a u d ito r ca n n o t id entify  n o n resp o n d e n ts , an d  n o n re ­
sp o n ses  ca n n o t b e  d istin g u ish ed  fro m  re sp o n se s  w ith  n o  e x cep tio n s . T h e re ­
fo re , if  th e  a u d ito r su sp ects  that a sign ifican t n u m b e r o f  re c ip ie n ts  lack  th e  
w illin g n e ss o r  ab ility  to  re sp o n d  o b jectiv e ly , h e  sh o u ld  n o t u se  n eg ativ e 
co n firm atio n s.
U sin g  th e  P o s itiv e  C o n firm a tio n  F o rm
A lthough m o re  co stly  to  u se  than  th e  n egative fo rm , th e  p o sitiv e  fo rm  is 
m o re  e ffectiv e  b e c a u se  n o n resp o n d e n ts  can  b e  id en tified  and  a ltern ativ e 
fo llo w -u p  p ro ce d u re s  can  b e  u sed . H e n ce , th e  p o sitiv e  fo rm  is u sually  m o re  
ap p ro p ria te  th an  th e  n egative form  w h en  th e  w illin g n ess o f  re c ip ie n ts  to  
re sp o n d  is q u estio n a b le . H ow ever, if  th e  au d ito r su sp ects that m any o f  th e  
re c ip ie n ts  o f  co n firm a tio n  req u ests  m ay n o t g ive th e  re q u e sts  p ro p e r  a tten tio n , 
th e  p o sitiv e  fo rm  m ay a lso  n o t b e  effectiv e. T h is is b e c a u se  re c ip ie n ts  m ay 
sim p ly  sign  an d  re tu rn  th e  form s w ith ou t d eterm in in g  w h e th e r  th e  in fo r­
m atio n  p re se n te d  a g ree s  w ith  th e ir  re co rd s. T h e  a u d ito r w ill in te rp re t su ch  
re sp o n se s  as e v id e n ce  that th e  in fo rm a tio n  is c o r r e c t w h en , in  fact, th e  
acco u n ts m ay b e  in  d isp u te  (s e e  th e  re a ctio n  m atrix  o n  p ag e 1 8). In  th e se  
situ atio n s th e  b la n k  o r  ex p a n d ed -fie ld  co n firm a tio n  fo rm  m ay b e  p re fe ra b le  
to  th e  p o sitiv e  form .
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Positive Confirmation 
Reaction Matrix
A cco u n t (o r  In fo rm a tio n )  IsR ecip ien t R ea ctio n






In co rre c t






2. Does not return confirmation Decreases audit efficiency. 
Increases audit costs: Consider 
alternative procedures
U sin g  th e  B la n k  C o n firm a tio n  F o rm
T h e  b la n k  co n firm a tio n  is as e ffectiv e  as th e  p o sitiv e  fo rm  in  id entify ing  
n o n resp o n d e n ts . H ow ever, th e  b la n k  co n firm a tio n  m ay b e  less  e ffic ien t 
b e c a u se  m o re  n o n re sp o n se s  are  lik e ly  to  o cc u r  w ith  th e  b la n k  fo rm  than  
w ith  th e  p o sitiv e  form . C on seq u en tly , th e  b la n k  fo rm  m ay re q u ire  m o re  
ex ten siv e  fo llo w -u p  p ro c e d u re s  fo r  n o n resp o n d e n ts . H ow ever, i f  th e  re c ip ­
ien ts a re  n o t likely  to  d ev o te  p ro p e r  a tten tio n  to  th e ir  re sp o n se s , b la n k  
co n firm a tio n s m ay b e  p re fe ra b le  to  p o sitiv e  co n firm a tio n s s in c e  th e  re c ip ie n ts  
ca n n o t sim p ly  sign  and  re tu rn  th e  form s w ith ou t ch e ck in g  a p p ro p ria te  
re co rd s  an d  supplying  th e  in fo rm atio n  req u ested . N o n eth eless , so m e  re c ip ­
ien ts  m ay re p o rt in c o rre c t b a la n ces; th e  in cre a se d  co sts  that re su lt fro m  th e  
a u d ito r’s a ttem p t to  r e c o n c ile  th e se  in c o rre c t b a la n ces  m ay d e c re a se  th e  
e ffic ie n cy  o f  b lan k  co n firm atio n s.
U sin g  th e  E x p a n d e d -F ie ld  C o n firm a tio n  F o rm
L ike p o sitiv e  and  b lan k  co n firm atio n s, th e  ex p an d ed -fie ld  co n firm a tio n  can  
a lso  b e  e ffectiv e  in  id entify ing  n o n resp o n d en ts . T h e  ex p a n d ed -fie ld  co n fir ­
m atio n  is, h o w ev er, n o t as effectiv e  as th e  b la n k  fo rm  in  d eterrin g  re c ip ie n ts  
fro m  verify ing  in c o rre c t in fo rm atio n  (fo r  ex a m p le , b y  ran d o m ly  se le c tin g  an  
a cco u n t b a la n c e  fro m  th e  se t o f  a cco u n t b a la n ces  p re se n te d  o n  th e  co n fir­
m atio n  fo rm ) and  sign in g  th e  co n firm atio n . D ep en d in g  o n  th e  n u m b e r o f  
item s p re se n te d  in  th e  list fro m  w h ich  th e  re c ip ie n t se lec ts , th e  ex p an d ed - 
fie ld  co n firm a tio n  m ay b e  m o re  e ffectiv e  th an  th e  p o sitiv e  fo rm  in  id entify ing  
m isstated  in fo rm atio n . T hat in c re a se  in  e ffectiv en ess o ccu rs  b e c a u se  re sp o n d ­
en ts  a re  m o re  like ly  to  co n su lt th e ir  re co rd s.
T h e  exp an d ed -fie ld  fo rm  has re ce iv e d  very  lim ited  u se  in  p ra ctice . Its 
p rim ary  d isadvantages a re  ( 1 )  lack  o f  c lie n t a cce p ta n ce  o f  th e  fo rm  (fo r  
ex a m p le , b e c a u se  so m e  in fo rm atio n  o n  th e  fo rm  is alw ays in c o rre c t)  and  
( 2 )  th e  co st o f  applying fo llow -u p  audit p ro ce d u re s  fo r  am o u n ts that have 
b e e n  id en tified  b y  re sp o n d e n ts  as ex cep tio n s . In  th e  la tter ca se  a re c ip ie n t
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w h o  d o e s  n o t k no w  h is c o rre c t a cco u n t b a la n ce  m ay m ark  a b a la n ce  at 
ran d o m , an d  th e  au d ito r w ill in te rp re t it as an  e x c e p tio n  if  th e  m ark ed  item  
d iffers fro m  th e  c lie n t’s re co rd s. T hat w ill re q u ire  th e  a u d ito r to  apply co stly  
fo llo w -u p  p ro ced u res . W ith  th e  b la n k  co n firm a tio n  fo rm , th e  re c ip ie n t is 
less lik e ly  to  in d ica te  an  in c o rre c t b a la n ce  and  is m o re  lik e ly  to  su p p ly  a 
b a la n ce  a fter co n su ltin g  h is re co rd s. H ow ever, re c ip ie n ts  a re  n o t as lik e ly  to  
re sp o n d  to  th e  b lan k  fo rm  as to  th e  exp an d ed -fie ld  form .
RECO M M EN D ATIO N S
B a sed  u p o n  th e  e ffectiv en ess and  e ffic ien cy  o f  th e  fo u r b a s ic  co n firm a tio n  
fo rm s ju st d escrib e d , th e  fo llo w in g  re co m m en d a tio n s  a re  p re sen ted :
1 .  N egative co n firm a tio n s, b e c a u se  o f  th e ir  in ab ility  to  id en tify  n o n ­
re sp o n d e n ts , g e n e ra lly  sh o u ld  b e  co n s id e re d  as a seco n d a ry  ev i­
d en tia l so u rc e  in  ach iev in g  a cco u n ts re ce iv a b le  au dit o b je c tiv e s1 
u n less  th e  th re e  cr ite r ia  d e sc r ib e d  in  se c tio n  331  o f  SAS No. 1 a re  
m et. T h e se  c r ite r ia  a re—
a. In tern a l a cco u n tin g  co n tro l is  effectiv e.
b. A la rg e  n u m b e r o f  sm all a cco u n ts m ak e up th e  acco u n ts re ce iv a b le  
b a lan ce .
c. T h e  p e rso n s  re ce iv in g  th e  re q u e sts  a re  like ly  to  g iv e th em  
ad eq u a te  co n sid era tio n .
2 .  P ositive an d  b la n k  co n firm a tio n s m ay b e  u sed  as p rim ary  so u rce s  
o f  ev id e n ce  in  ach iev in g  ce rta in  acco u n ts re ce iv a b le  au dit o b jectiv e s.
3 .  P ositive co n firm a tio n s sh o u ld  b e  co n s id e re d  w h en  it is d e s ira b le  to  
id en tify  n o n resp o n d e n ts  and  w h en  th e  a u d ito r b e lie v e s  th at re c ip ­
ien ts a re  w illin g  and  a b le  to  v erify  th e  in fo rm a tio n  re q u e ste d  a fter 
e x a m in in g  th e ir  reco rd s.
4 .  B la n k  co n firm a tio n s sh o u ld  b e  co n s id e re d  w h en  it is d e s ira b le  to  
id entify  n o n resp o n d e n ts  an d  w h en  th e  a u d ito r b e lie v e s  a sig n ifican t 
n u m b e r  o f  re c ip ie n ts  m ig h t s ig n  th e  c o n firm a tio n s  w ith o u t c o n ­
d u ctin g  ca refu l investigations.
5 .  E xp an d ed -fie ld  co n firm a tio n s m ay b e  u sefu l as a p rim ary  so u rc e  o f  
ev id en ce  and  co u ld  b e  u sed  w h en  it is d e s ira b le  to  id entify  
n o n resp o n d e n ts . H ow ever, th e  au d ito r sh o u ld  re co g n iz e  that th e  
ex p a n d ed -fie ld  co n firm a tio n  is e x p e rim e n ta l (th at is, it has n o t b e e n  
w id ely  u sed  in  p ra c tice ).
1. C h ap te r  2 conta ins a  d iscu ss ion  o f  the co n firm ation  p ro c e d u re s  as they re la te  to the ach ievem en t o f  
audit ob jectives.
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(D eb to r’s Nam e and A ddress)
D ear (D ebtor’s Name):
Our auditors, (Name o f CPA Firm ), are currently examining our financial 
statem ents. To facilitate this audit, p lease confirm  the balance due us as o f
— (Date), which is shown on our records as $_________ Indicate in the space
below  if this amount is in agreem ent with your records. If there are exceptions, 
please provide any information that will assist the auditors in reconciling the 
difference.
Please mail your reply directly to (Name o f CPA Firm). A stamped, self-addressed 
envelope is enclosed for your convenience.
Sincerely,
(Sign er’s Nam e and Title) 
(Com pany N am e)
To (Name o f CPA Firm):
The amount shown above is correct as o f .(Date)—  except as follows:
Nam e Position Date
Practice Notes
1. Optional sentence for paragraph 1: “If you would like to receive a statement 
o f your account, we shall b e  glad to send one upon request.” If this sentence
is added, then change “Please mail your reply___ ” to “Please mail your reply,
any request for a statement, and all questions you may have directly to (Name 
o f CPA Firm ).”
2. Optional sentence for paragraph 2: “This is not a request for payment.”
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Positive Form: Invoice Details Exhibit 3 .2
(Client’s Letterhead)
(D ate)
(D eb to r’s Nam e and A ddress)
Dear (D ebtor’s Name):
Our auditors, (Name o f CPA Firm ), are currently examining our financial 
statements. To facilitate this audit, please confirm that the amounts on the 
in v o ic e (s )  lis ted  b e lo w , as show n on  o u r re co rd s , w e re  due us as o f  
(D ate) The following invoice(s) have been selected for confirm ation and 
may represent only a portion o f the balance due from you.
Invoice #  Invoice D ate Purchase O rd er #  Amount
Indicate in the space provided below  w hether this information agrees with 
your records. If there are exceptions, please provide any information that will 
assist the auditor in reconciling the difference.
Please mail your reply directly to (Name o f CPA Firm). A stamped, self-addressed 
envelope is enclosed for your convenience.
Sincerely,
(Sign er’s Nam e and Title) 
(Com pany N am e)
To (Name o f CPA Firm):
The amount shown above is correct as o f __(Date)__except as follows:
Nam e Position Date
Practice Notes
1. If the nature o f the client’s or custom er’s business is such that the custom er 
may b e unable to reply to requests for confirmation o f account balances, the 
auditor may confirm  specific transactions and related details (for example, 
custom er’s purchase order num bers) to facilitate the custom er’s response.
2. Optional sentence for paragraph 3: “This is not a request for payment.”
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Positive Form: Account Balance Exhibit 3 .3
Confirmation With Itemized 
Statement Enclosed
(C lien t’s  Letterhead)
(D ate)
(D eb to r’s Nam e and A ddress)
Dear (D ebtor’s Name):
Our auditors, (Name o f CPA Firm), are currently examining our financial 
statem ents. To facilitate this audit, p lease confirm  the balance due us as o f
__(Date)__, which is shown on our records and the enclosed statement as
$______ Indicate in the space below  w hether this is in agreem ent with your
records. If there are exceptions, please provide any information that will assist 
the auditor in reconciling the difference.
Please mail your reply directly to (Name o f CPA Firm). A stamped, self-addressed 
envelope is enclosed for your convenience.
Sincerely,
(Sign er’s Nam e and Title) 
(Com pany N am e)
To (Name o f CPA Firm):
The amount shown above is correct as o f __(Date)__except as follows:
Nam e Position Date
P ractice N o tes
1. A monthly statement accompanying a positive request usually shows, w here 
practicable, all open items in detail and thus avoids an unexplained balance 
forwarded from  previous statements.
2. Optional sentence for paragraph 2: “This is not a request for payment.”
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Positive Form: Account Balance Exhibit 3 .4
Confirmation on CPA Firm’s Letterhead
(CPA F irm ’s L etterhead)
(D ate)
(D eb tor’s Name and A ddress)
Dear (D ebtor’s Name):
In connection with our examination o f (Name o f Company), we are confirming 
the amounts owed by its customers. The company’s records show that you
owe a balance o f $______ as of (Date)___ Please indicate w hether this amount
agrees with your records by signing this letter and returning it to us in the 
enclosed envelope.
If the amount shown above does not agree with your records, please list and 




Please supply the information requested above to our auditors.
(Name o f Confirming Company)
B y --------------------------------------
(S ign er’s Nam e and Title)
The amount shown above is correct except as noted below:
Name Position Date
P ractice N o tes
1. Since the debtor may be m ore likely to respond to a company that he deals 
with regularly than an unknown auditor, the confirmation should usually be 
sent out on the client’s letterhead.
2. Optional sentence for paragraph 2: “This is not a request for payment.”
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Standard Negative Form Exhibit 3.5
Auditor’s Confirmation
Our auditors, (Name o f CPA Firm), are currently examining our financial 
statem ents. O ur records (and the enclosed  statem ent) show  an am ount o f
$--------- due from you as o f ___ (Date).  If  the amount is not correct, please
report any differences directly to (Name o f CPA Firm). Use the space below  
and the enclosed reply envelope. No reply is necessary if this amount agrees 
with your records.




Nam e Position Date
Practice Notes
1. The request may b e prepared on the client’s letterhead.
2. It is usually preferable to send negative confirm ations only w hen accom ­
panied by the client’s statements that are regularly sent to customers.
3. Optional sentence: “Remittances should not be sent to the auditors” or 
“This is not a request for payment.”
4. Optional sentence: “If you do not report any differences within X  days, it 
will be assumed that this statement is correct.”
5. It may be easier to use a rubber stamp or sticker along with client-prepared 
statements rather than the above form. (See  exhibit 3.6.)
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Negative Form Affixed Exhibit 3 .6
to Client’s Statements:
Stamp or Sticker
PLEASE EXAMINE THIS STATEMENT CAREFULLY. 
If it is n o t  correct, please report any differences 
directly to our auditors:
(Name o f CPA Firm )
(Address o f CPA Firm)
P ractice N o tes
1. This request for confirm ation should be mailed by the auditor in an envelope 
bearing the auditor’s return address and with the auditor’s business reply 
envelope enclosed.
2. Optional sentence: “Remittances should not be sent to the auditors” or 
“This is not a request for payment.”
3. Optional sentence: “If you do not report any differences within X  days, it 
will b e  assumed that this statement is correct.”
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Negative Form: Insert Accompanying Exhibit 3.7
Client’s Statements
A u d ito r ’s V erifica tio n  R equest
Our auditors, (Name o f CPA Firm), are currently examining our financial 
statements. Please exam ine this statement carefully. If it is NOT CORRECT, 
please report any differences directly to our auditors.
For your convenience please use the Reply Label attached below. Simply 
tear it off and affix it to any envelope. No postage is necessary.
This is only for the purpose o f confirm ing the accuracy o f your statement. 
NO REPLY IS NECESSARY IF THE AMOUNT IS CORRECT.
PLEASE DO NOT SEND PAYMENTS TO THE AUDITORS.
Tear off on dotted line.
AUDIT I.D.
NO POSTAGE NECESSARY IF 
MAILED IN THE UNITED STATES
B U SIN E SS REPLY LABEL 
F irst C lass P erm it No. X X X  A nyw here,U SA
xxxxxxxxx
xxxxxxxxx
Postage Will B e Paid by Addressee
(CPA Firm Name)




P ractice N o tes
1. Optional sentence for paragraph 3: “This is not a request for payment.”
2. Optional sentence for paragraph 3: “If you do not report any differences 
within X  days, it will be assumed that this statement is correct.”
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Blank Balance Confirmation Exhibit 3.8
(Client’s Letterhead)
(D ate)
(D eb to r’s Name and A ddress)
Dear (D ebtor’s Name):
Our auditors, (Name o f CPA Firm ), are currently examining our financial 
statem ents. To facilitate this audit, please indicate the balance due us as of
_________ The balance shown by your records should be inserted in the space
provided below.
Please mail your reply directly to (Name o f CPA Firm). A stamped, self-addressed 
envelope is enclosed for your convenience.
Sincerely,
(S igner’s Nam e and Tide) 
(Com pany N am e)
To (Name o f CPA Firm):




1. Optional sentence for paragraph 2: “This is not a request for payment.”
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Expanded-Fleld Confirmation Exhibit 3-9
(C lien t’s  L etterhead)
(D ate)
(D eb to r’s Nam e and A ddress)
Dear (D ebtor’s Name):
Our auditors, (Name o f CPA Firm ), are currently examining our financial 
statem ents. To facilitate this audit, please indicate the balance due us as o f 
(Date). Circle the balance below  that agrees with your records. If none of 
the amounts agrees with your records, please provide the balance shown on 
your records.
Please mail your reply directly to (Name o f CPA Firm). A stamped, self-addressed 
envelope is enclosed for your convenience.
Sincerely,
(Signer’s Nam e and Title) 
(Com pany N am e)
To (Name o f CPA Firm):
My balance as o f (Date) is (circle  the correct amount):
$3,763.82 $3,961.92 $4,160.02
None o f the above amounts agrees with my current balance. My current balance 
is $______ (Please provide details.)
Nam e Position Date
P ractice N o tes




This chapter presents some practical suggestions that could improve accounts 
receivable confirm ation response rates. These suggestions are derived from  
a review o f research studies that have examined response rates and the 
accuracy o f  responses and from  study group discussions.
The efficiency o f the confirmation procedure is influenced by both the 
willingness and the ability o f recipients to respond accurately to the 
information presented on the confirmation. Improving confirmation response 
rates may reduce the extent o f follow-up procedures for nonresponses, thus 
increasing the efficiency o f the confirmation procedure and reducing audit 
cost.
SUGGESTIONS FOR IMPROVING 
RESPONSE RATES
The suggestions for improving confirmation response rates described in the 
following paragraphs are directed primarily at confirmation recipients who 
are individuals rather than commercial enterprises. However, many o f our 
recommendations may also be beneficial when confirming commercial 
accounts.
Use Premailing Notification
The use o f a brief letter, postcard, or telephone call immediately before 
mailing the confirmation generally tends to increase responses. The recipient, 
knowing the confirmation is coming, is less likely to treat it as junk mail. 
The premailing notification, either by mail or telephone, should be received 
by customers four or five business days before the confirmations are mailed. 
A premailing notification should identify the purpose o f the request, the
4
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com p any , and  th e  au d ito r, and  it sh o u ld  re q u e st th e  tim ely  co o p e ra tio n  o f  
th e  re c ip ie n t. (S e e  e x h ib it 4 .1 .)
R e q u e s t In fo rm a tio n  th e  R e c ip ie n t  
Is  A b le  to  C o n firm
T h e  co n firm a tio n  re q u e st sh o u ld  in c lu d e  all th e  re lev an t d eta iled  in fo rm a tio n  
re q u ire d  fo r  a re sp o n se  b y  th e  re c ip ie n t. In  so m e  cases th e  co n firm a tio n  
sh o u ld  in c lu d e  a list o f  item s that co n stitu te  an  a cco u n t b a la n ce , a  list o f  
tran sactio n  activ ities fo r  p e rio d s  su rro u n d in g  th e  co n firm a tio n  d ate, o r  co p ie s  
o f  tran sactio n  in v o ices. W h en  v erifica tio n  o f  an  a cco u n t b a la n ce  is d ifficu lt 
o r  co m p le x , th e  au d ito r m ay ask  th e  re c ip ie n t to  co n firm  su p p o rtin g  
in fo rm a tio n  fro m  w h ich  th e  au d itor can  la ter co m p u te  th e  en d in g  a cco u n t 
b a lan ce . F o r  ex a m p le , in stead  o f  ask ing  an  individual to  co n firm  a m o rtg ag e  
b a la n ce  that in clu d es a co m p le x  in tere st ca lcu la tio n , th e  a u d ito r co u ld  
co n firm  th e  o rig in a l b a la n ce , in tere st rate, n u m b er o f  in sta llm en ts, an d  th e  
d ate th e  last in sta llm en t w as paid. In  o th e r  w o rd s, th e  au d ito r sh o u ld  re q u e st 
in fo rm a tio n  that th e  d e b to r  know s o r  can  easily  ob ta in .
U se  C le a r  W o rd in g
A uditors sh o u ld  b e  p articu larly  ca re fu l to  avoid  te ch n ica l o r  trad e  ja rg o n  
in  co n firm a tio n s  se n t to  individuals; th e  m o re  co m p lica te d  th e  language 
in  th e  co n firm a tio n , th e  le ss  lik e ly  th e  re c ip ie n t is to  re sp o n d  p ro m p tly  o r  
ad equ ately . T h e  co n firm a tio n  e x h ib its  in  ch a p ter 3 u se  n o n te ch n ica l lan ­
guage.
U se  M u ltilin g u a l F o rm s
I f  so m e  o f  th e  co n firm a tio n  re c ip ie n ts  u se  a lan gu age o th e r  th an  E n glish , 
th e  au d ito r sh o u ld  co n s id e r  u sing  m u ltilin gu al form s. R ecip ien ts  a re  m o re  
likely  to  re sp o n d  to  an  easily  u n d erstan d ab le  co n firm a tio n  th an  to  o n e  that 
re q u ire s  tran slation . M ultilingual fo rm s m ay b e  p articu larly  a p p ro p ria te  in  
areas that have larg e n u m b ers  o f  e th n ic  grou p s.
Id e n tify  th e  O rg a n iz a tio n  B e in g  A u d ite d
In  d ev e lo p in g  co rre sp o n d e n c e  to  b e  sen t to  th e  re c ip ie n t o f  a  co n firm a tio n  
( fo r  e x a m p le , a  p re n o tifica tio n  le tter , th e  co n firm a tio n , o r  a fo llo w -u p  le tte r ) , 
it is im p o rtan t that b o th  th e  c lie n t and  th e  individual re q u e stin g  th e  
co n firm a tio n  b e  id en tified .
T h e re  is so m e  ev id en ce  that p ro m in en tly  id entify ing  th e  c lie n t o rg an izatio n  
and  th e  p o s itio n  o r  title  o f  th e  re q u e sto r  in cre a se s  th e  re sp o n se  rate. F o r  
co n firm a tio n s o f  re ce iv a b les , b o th  th e  c lie n t and  th e  a u d ito r sh o u ld  b e  
id en tified , an d  th e  c lie n t em p lo y ee  ask ing  fo r  th e  cu sto m e r’s assistan ce 
sh o u ld  h o ld  a h ig h  o rg an izatio n al p o sitio n , su ch  as c o n tro lle r  o r  cre d it 
m an ager. T h is strategy  adds an  ad d itio n al se n se  o f  im p o rta n ce  to  th e  
co n firm a tio n , th e re b y  in crea sin g  cu sto m e r atten tion .
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Use a Soft Color for Confirmations
A lthough th e  ev id en ce  in  th e  stu d ies su rveyed  d id  n o t in d ica te  that c o lo r  
has a s ig n ifican t e ffec t o n  q u estio n n a ire  (co n firm a tio n ) re sp o n se  rates, 
q u e stio n n a ire  co n stru ctio n  ex p e rts  usually  re co m m e n d  that d ark  co lo rs  b e  
avoided. L ight-tone p ap er, su ch  as p ale  yellow , is re co m m en d e d .
Hand Sign Confirmations
H and sign in g  a co n firm a tio n  m ay in cre a se  th e  re sp o n se  rate. T h is  m ay b e  
p articu larly  tru e  w h en  th e  individual s ign atu re  o n  th e  co n firm a tio n  is fam iliar 
to  th e  re c ip ie n ts . A h an d -sign ed  co n firm a tio n  re ce iv e d  fro m  a k n o w n  o r  
im p o rtan t p e rso n  is lik e ly  to  b e  v iew ed  b y  th e  re c ip ie n t as an  im p o rtan t 
co m m u n icatio n .
Print or Type Confirmations
Sev eral stu d ies su gg est that w h eth er q u estio n n a ire s  (co n firm a tio n s) are  
p rin ted , typed, o r  m im eo g ra p h ed  has n o  sign ifican t e ffe c t o n  re sp o n se  rates. 
H ow ever, in  o u r  o p in io n , p rin te d  o r  typed  co n firm a tio n s a re  p re fe ra b le  
b e ca u se  w e b e lie v e  th e  re c ip ie n ts  v iew  su ch  form s as m o re  im p ortant. T hu s, 
w h en  co st is n o t a s ig n ifican t factor, w e  re co m m e n d  th e  u se  o f  p rin te d  o r  
typed  form s.
Use High-Grade Postage
T h e  type o f  p o stag e u sed  o n  o u tgo in g  co n firm atio n s m ay sign ifican tly  affect 
re sp o n se  rates. G en erally , h ig h er re sp o n se  rates a re  asso cia ted  w ith  h ig h er 
p o stag e g rad es o r  classes. F o r  ex a m p le , sp ecia l d eliv ery  p o sta g e  ten d s to  b e  
m o re  effectiv e  than  first-class p o stag e in  g en era tin g  a h ig h e r re sp o n se  rate, 
and  first-class p o stag e is m o re  e ffectiv e  th an  th ird -class p ostag e. A pparently , 
re c ip ie n ts  v iew  th e  type o f  p o stag e ap p lied  to  th e  e n v e lo p e s  as an  in d ica to r 
o f  im p o rta n ce  and  w ill so rt and  o p e n  m ail accord in g ly . H e n ce , au d ito rs 
sh o u ld  co n s id e r  u sin g  h ig h e r p o stag e g rad es fo r  co n firm a tio n  o f  k ey  acco u n ts 
o r  tran sactio n s. A ch e a p e r m eth o d  o f  attracting  th e  re c ip ie n t’s a tten tio n  is to  
p rin t IM PORTANT A U D IT INFORM ATION EN CLO SED  o n  th e  e n v e lo p e s  u sed  
to  sen d  th e  co n firm atio n s.
Set Deadlines
C on firm ation s that have rep ly  d ead lin es m ay in cre a se  re sp o n se  rates. M ost 
stu d ies that have ex a m in ed  d ead lin es su ggest that th ey  a c c e le ra te  daily 
re sp o n se  rates, b u t th ey  d o  n o t affect th e  o v era ll re sp o n se  rate. D ea d lin es, 
if  u sed , a re  usually  in  b o ld fa ce d  type and  say URGEN T o r  REPLY R EQ U EST ED  
W ITH IN  5 DAYS.
Use Inducem ents
T h e  u se o f  in d u cem en ts, su ch  as sm all am ou nts o f  m on ey , ca len d a rs, and  
o th e r  to k en s, has b e e n  effectiv e  in  in crea sin g  re sp o n se  rates in  q u e stio n n a ire
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surveys. The best incentive is cash that accompanies the confirmation. Other 
incentives, in order o f their declining effectiveness, include promises to send 
cash, merchandise, and premiums or coupons.
Why should an accompanying cash inducement o f a nominal amount 
(such as a dollar) significantly increase response rates? Apparently, it is not 
necessarily the value o f the inducement that increases the response rate, but 
rather the psychology o f offering a reward to the respondent. If  the recipient 
o f a confirmation request receives a monetary reward, he is more likely to 
feel obligated to comply with the confirmation request.
Since the cost o f performing follow-up audit procedures for nonresponses 
is generally considered to be expensive, additional ways to reduce the extent 
o f  applying follow-up procedures are always sought. Although some auditors 
would consider the inclusion o f a cash token with a confirmation to be 
unprofessional, limited use o f small incentives (for example, pocket calendars) 
should be considered.
P ro v id e  R etu rn  E n v elo p es
Return envelopes that have the CPA firm’s address printed in large, dark 
letters are likely to draw attention to confirmations and are likely to encourage 
recipients to respond. In addition, return envelopes may also have IMPOR­
TANT INFORMATION printed on the front to encourage recipients to respond.
P ro v id e  R etu rn  P o sta g e
To facilitate responses, auditors normally include a stamped, self-addressed 
return envelope along with each confirmation. Stamps tend to generate 
higher response rates than business postage permits. Apparently, recipients 
feel worse if  they throw away unused stamped envelopes than if they discard 
unused business permit envelopes. Use o f commemorative stamps and 
multiple stamps may also increase response rates.
S en d  F o llow -U p  R em in d ers
Providing confirmation recipients with reminders or follow-up notices via 
postcards or letters appears to increase response rates. Follow-up reminders 
are probably most effective if mailed three to four days after the initial 
confirmations are mailed. Most recipients apparently decide whether to 
comply with the confirmations during the three- or four-day period imme­
diately after receipt o f the requests. Moreover, it seems about as effective to 
send postcard reminders to nonresponders as it is to send second confir­
mations, letters, or both. Sometimes it may be more economical to send 
postcard reminders than copies o f confirmations.
S en d  S e c o n d  R eq u ests o n  
th e  CPA F irm ’s  L etterh ead
Usually, first and second requests are sent out on the client’s, rather than 
the auditor’s, letterhead. It may, however, be beneficial to send second
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re q u e sts  o n  th e  CPA firm ’s le tterh e a d  to  in crea se  re sp o n se  ra tes, a lth o u g h  
re se a rc h  stu d ies have n o t a d d ressed  th is ap p roach . O f  co u rse , th e  c lie n t’s 
au th o rizatio n  is alw ays re q u ire d  b e fo re  th e  au d ito r can  re q u e st co n firm in g  
in fo rm a tio n  fro m  a d eb to r. E x h ib it 3 .4  in  ch a p ter 3 illu strates a co n firm a tio n  
fo rm  o n  th e  CPA firm ’s le tterh ead .
SUM M ARY
T h e  fifte en  su g g estio n s d iscu ssed  in  th is ch a p ter a re  d esig n ed  to  e n h a n c e  
th e  e ffec tiv en ess and  e ffic ien cy  o f  th e  co n firm a tio n  o f  acco u n ts re ce iv a b le  
b y  in crea s in g  re sp o n se  qu ality  and  quantity. T h e  su gg estio n s a re  d esig n e d  
to  o v e rc o m e  d e b to rs ’ apathy tow ard  co n firm a tio n s and  to  d e c re a se  th e  co st 
o f  p e rfo rm in g  ex p e n siv e  a ltern ativ e p ro ced u res .
M any o f  th e  su g g estio n s fo r  im p ro v in g  co n firm a tio n s a re  su p p o rted  by  
ex istin g  au d itin g  o r  survey  re se a rc h  studies. S o m e  re co m m en d a tio n s  have 
in tu itive ap p eal b u t have n o t b e e n  su b je c ted  to  p ra ctice  valid ation . W e 
e n c o u ra g e  p ra c titio n e rs  to  e x p e r im e n t w ith  th e  re co m m en d a tio n s  and  to  
im p le m en t th o se  that a re  co st b en e fic ia l.
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Prenotification Postcard or Letter Exhibit 4.1
(D ate)
Dear Customer:
Our auditors, (Name o f CPA Firm ), are examining our financial statements. 
Within the next few days, you will receive a request from (Name of CPA Firm)
asking you to verify the balance due us as of (Date)___Please provide the
information requested and mail your reply at your earliest convenience.
Sincerely,
(S ign er’s Nam e and Title) 
(Com pany N am e)
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Flowchart 1
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o f  co n firm a tio n  re sp o n ses.
S a u l s ,  E u g e n e  H. “N onsam p ling  E rro rs  in  A ccou nts R ece iv ab le  C o n firm a tio n s.” 
The Accounting Review (Jan u ary  1 9 7 2 ): 1 0 9 -1 5 .
T h is a rtic le  rev iew s an  e x p e rim e n t co n d u cte d  b e tw e e n  1 9 6 7  and  1969 . In  
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w as invalid. H ow ever, h is e x p e rim e n t a lso  fou n d  n o  in c o rre c t re sp o n se s  and  
g e n e ra te d  n o  re a so n  to  b e lie v e  that re sp o n se  is a  fu n ctio n  o f  a cco u n t 
p ro p riety .
S o r k i n ,  H. L. “T h ird  Party C o n firm atio n  R eq u ests: A N ew  A p p roach  U tilizing  
an  E xp an d ed  F ie ld .” Auditing Symposium TV, 6 1 -7 2 . T o u c h e  R oss/U niversity  
o f  K ansas, M ay 2 5 -2 6 , 1978 .
T h is re se a rc h  study is b a se d  o n  2 ,2 8 0  co n firm a tio n s— 6 0 0  p o sitiv e , 4 8 0  
negative, an d  1 ,2 0 0  o f  th e  ex p an d ed -fie ld  form at. In  all th re e  ca teg o rie s , 
acco u n ts w e re  co rre ctly  stated  as w e ll as d e lib e ra te ly  m isstated . A cco rd in g  
to  th e  study, th e  ex p an d ed -fie ld  fo rm a t is m o re  re lia b le  th an  e ith e r  th e  
p o sitiv e  o r  th e  neg ativ e form at. F o r ex a m p le , th e  ab ility  o f  th e  exp an d ed - 
fie ld  fo rm a t to  d e te c t d iscrep a n cie s  in  th e  en tity ’s b o o k s  w as su p e rio r  to  
b o th  th e  n eg ativ e an d  th e  p o sitiv e  form at, re g a rd less  o f  th e  am o u n t o r  
d ire c tio n  o f  e rro r .
S o r k i n ,  H. L., an d  K. H. M e u w i s s e n .  “A N ew  T e ch n iq u e  in  C on firm ation s: T h e  
E xp an d ed  F ie ld .” The Internal Auditor (O c to b e r  1 9 7 8 ): 8 8 -9 2 .
T h is a rtic le  d eals w ith  th e  p u rp o se  o f  th e  ex p a n d ed -fie ld  co n firm a tio n , w h ich  
is to  im p ro v e  th e  re lia b ility  o f  th e  in fo rm a tio n  re tu rn ed  b y  re c ip ie n ts . A 
re c ip ie n t o f  a co n firm a tio n  w ith  an  in c o rre c t b a la n ce  m ay d o  o n e  o f  th re e  
th ings: ig n o re  th e  re q u e st, v erify  th e  m isstated  am ou n t, o r  n o te  an  e x c e p tio n  
and  re tu rn  a resta ted  b a la n ce . T h e  advantage o f  th e  ex p a n d ed -fie ld  fo rm at 
is its ab ility  to  d isco u ra g e  w hat S o rk in  ca lls  say yes b eh a v io r, w h ich  o cc u rs  
w h en  th e  re c ip ie n t a g ree s  w ith  th e  in fo rm a tio n  in  th e  re q u e st ev e n  th o u gh  
it is in co rre c t. T h e  ex p an d ed -fie ld  fo rm at m otivates th e  re c ip ie n t to  co m p a re  
th e  b a la n ces  p re se n te d  w ith  in fo rm atio n  in  h is reco rd s.
T h is a rtic le  d iscu sses h o w  sev eral stud ies co n trastin g  th e  p o sitiv e  and  
negative a p p ro a ch es w ith  th e  exp an d ed -fie ld  te ch n iq u e  have in d ica ted  th e  
su p erio rity  o f  th e  la tter fo r  d etec tin g  m isstatem en ts. In  o n e  su rvey  involving  
in sta llm en t lo an  cu sto m e rs, th e  o v era ll d e te c tio n  rate  fo r  th e  ex p a n d ed -fie ld  
fo rm  w as 8 9  p e rce n t, w h ile  th e  d etec tio n  rate  fo r  th e  p o sitiv e  fo rm  w as o n ly  
45  p e rce n t.
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W a r r e n ,  C a r l  S. “C o n firm atio n  R eliab ility — T h e  E v id e n ce .” Jo urn a l o f Ac­
countancy  (F e b ru a ry  1 9 7 5 ): 8 5 -8 9 .
T h is a rtic le  co m p a re s  th e  resu lts  o f  five fie ld  stu d ies that in v estigated  th e  
re lia b ility  o f  m ail p ay ab le  and  re ce iv a b le  co n firm atio n s. All five stu d ies 
ex a m in e d  re lia b ility  b y  sen d in g  b o th  co rre c tly  stated  an d  d e lib e ra te ly  
m isstated  co n firm atio n s. T w o stu d ies e x p e rim e n te d  w ith  p o sitiv e  co n firm a ­
tio n s, w h ile  th e  re m a in in g  th re e  u sed  b o th  p o sitiv e  and  n eg ativ e co n firm a ­
tions.
A fter co m p a rin g  th e  resu lts  o f  th e  v ariou s stu d ies, W a rren  co n c lu d e d  th e  
fo llo w in g :
• T h e  re sp o n se  ra tes fo r  co rre c tly  stated  p o sitiv e  co n firm a tio n s  v aried  
o n ly  slig htly  fro m  th e  re sp o n se  rates o f  th e  d e lib e ra te ly  m isstated  
p o sitiv e  co n firm a tio n s.
• P ositive co n firm a tio n s  a re  m o re  re lia b le  th an  neg ativ e co n firm a tio n s.
• C o n firm atio n s a re  le ss  lik e ly  to  d etec t m issta tem en ts fa v o ra b le  to  
co n firm a tio n  re c ip ie n ts  th an  th o se  that a re  u nfav o rab le.
• T h e  la rg e r  th e  a cco u n t b e in g  co n firm ed , th e  m o re  a ccu ra te  th e  c o n fir ­
m a tio n  re sp o n se  w ill b e .
• T h e re  w as n o t en o u g h  ev id en ce  to  d e te rm in e  w h e th e r  d e te c tio n  rates 
d iffer fo r  la rg e  v ersu s sm all m isstatem en ts.
Appendix
Technical References
The following AICPA technical pronouncements provide guidance on con­
firming accounts receivable.
Audit and Accounting Manual, sections 5000, 6000, and 7000, presents 
materials on the following:
• Internal Accounting Control: Revenue, Receivables, and Receipts (5400.050)
• Illustrative Audit Objectives and Program (5400.160)
• Accounts Receivable Confirmation Statistics (6500.280)
• Illustrative Confirmation Control Sheet (6500.310)
• Control o f Confirmation and Correspondence (7100.01-07)
• Accounts Receivable— Positive Form (7200.09)
• Accounts Receivable— Negative Form (7200.10)
SAS No. 1, section 331, “Receivables and Inventories.” (See also AICPA 
Professional Standards, AU Section 331.)
Paragraphs .01 through .08 contain the authoritative guidelines for the 
independent auditor confirming receivables.
Technical Practice Aids, section 8340, “Evidential Matter: Confirmation 
Procedures,” contains practice aids that pertain to accounts receivable, 
including the following:
• Confirmation to Factored Receivables (8340.01)
• Confirmation o f Receivables From Governments and Large Corporations 
(8340.02)
• Confirmation o f Balances Due on Loans (8340.03)
• Wording o f Confirmation Request Forms (8340.06)
• Use o f Postage— Paid Return Envelopes (8340.08)
• Receivables in Cash Basis Financial Statements (8340.11)
• Negative Confirmations (8340.13)
c
43
M021011
